





_ The Economist 


FOUNDED 1843 












APRIL 18, 19563 






ONE SHILLING 


Turn of the Fiscal Tide . . . « + 129 
Under the Olive Branch. . . . » 131 
Peron at Bay « © © © © © © © 233 
Taxis and Tam@® 3s «0 6 « 8 0 83 


NOTES OF THE WEEK 


Mr Dulles Thinks Aloud; Trade on Whose 
Terms ?; Budget Without Offence ; Liberalis- 

Agriculture; Dr Adenauer’s Mission ; 
Bargaining with the Caudillo ; Nato’s Meeting ; 
Decision for Federation; Kenya Command ; 
Impasse in Nigeria; Waiting for the Moscow 
Line; Neutralists and Neutrals; Surprise for 
Jugoslav Farmers ; Families in Need ; National 
Health; Educating Leaders; The Packet’s 
Progress. 137 


LITTERS TO THE EDITOR .. . 146 
BOOKS AND PUBLICATIONS. . . 147 


AMERICAN SURVEY 
How Broad an Arms Base? . . . Ist 


Daughters of the Revolution . . > 1g2 
\Wcll-Informed Circles; First Fruits from the 
[reasury; New York Takes its Medicine ; 
Pressure on Standards; Atoms for Civilians ; 
Oil in the Anti-Trust Machine; Shorter 


* t 
votes 


THE WORLD OVERSEAS 
rgy pt and Middle East Defence . °. 199 
Shopping Under Malenkov ; Nigerian Setback ; 
Can M, Mayer Sutvive?; Delhi and the 
Drought; World Economic Report—II; The 
lonesian Jigsaw. 


THE BUSINESS WORLD 
(he Budget Analysed . . ». « «+ 169 


BUSINESS NOTES 
tious Revel in the Markets ; Wheat Agree- 
«cot Breakdown ; Closing the Gap in Sugar ; 
[mports Rise; Widening IMF's Facilities ; 
Dor ; - Commodities 


ustralia ?; Drachma Devalued ; EMI Records 

America ; D-Marks Rather than Dollars ; 
‘is in the Potteries ; Shorter Notes ; Company 
Notes, 175 


'ATISTICAL SUMMARY . . . . 187 


Negistered as & . Eatered as 
latter at the New ¥ N.Y., Post Office. 
as Second Class Mail, 


Ss 


Clasa Mail 
Authorised 


Post Office Dept., Ottawa. 


Turn of the 
Fiscal Tide 


economic policy, and it is safe to say that the majority of those 

to whom Mr Butler’s speech was addressed on Tuesday were 
judging it by its probable effect on the course of politics. Its reception in 
the House of Commons was not as dramatic as last year’s, when a House 
that had expected very little was gradually raised, as the Chancellor 
unfolded the bold prospectus of a revolution in economic policy, to a 
pitch of spontaneous excitement. This year a budget of concessions 
had been expected and the realisation therefore brought few surprises. 
But there can be no doubt that, from the political point of view, this 
is a more interesting budget than the last ; there are fewer changes in 
overriding policy, but more remissions of taxation. When the response 
of public opinion can be measured, it will be surprising if it is not 
found that Mr Butler has given a new impetus to the rising confidence 
of the Conservatives. It is, indeed, a very difficult budget for 
politicians to criticise, as the glum Labour faces revealed on Tuesday 
and as the speeches on Wednesday could not conceal. 

The political success of a budget, however, is not necessarily a safe 
guide to its economic merits. However much it may seem to the 
parliamentarian killjoy pedantry to do so, the economic tests have to 
be applied. Was the balance struck by the Chancellor between revenue 
and expenditure about right in view of the economic situation and 
prospect? And within that balance were the changes in taxation 
judiciously chosen for their fairness and probable effect ? 

Neither question, of course, can be given an absolute answer ; both 
are matters of opinion. Last year, Mr Butler budgeted for a surplus 
on the conventional definition (“ above the line ”) of £510 million ; in 
the event he realised only £88 million. Or, to take the comprehensive 
figures that include all the operations of the Exchequer, both current 
and capital, whereas he expected to reduce debt on balance by £4 
million, in fact he had to borrow a net amount of {£436 million. The 
cardinal point to be decided in budget making this year was whether, 
in laying his plans for 1953-54, the Chancellor should be content to 
aim at a result something like that actually achieved, or whether he 
should try to restore the surplus that was originally intended. Mr 
Butler decided for the former course ; his final figures show a surplus 
of £109 million “ above the line” and a comprehensive net figure of 
estimated borrowing of £440 million. 

This was a deliberate exercise of judgment. As Mr. Butler said, 
the necessary surplus “ cannot be determined by exact calculation.” In 
the briefest and roughest terms, his-argument was that though last 
year turned out worse than was expected in the strict budgetary 
sense, it turned out to -be at least as good in the wider economic 
sense. Though in the event the budget was over £400 million more 
inflationary than was intended, other forces happened to be unex~- 
pectedly disinflationary in at least equal measure. Some of these other 
influences were external and beyond the Government’s control: “ our 


A semen is a political occasion as well as an instrument of 
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economy, like our island climate, is always exposed to 
changes in the world economic weather.” Others were 
the direct effect of the tighter control of credit which, 
though it was announced in the budget speech a year 
ago, formed no part of the budget proper. Since a 
surplus of about £100 million had in fact proved to 
be compatible with an improvement in the national 
economic health in the last twelve months, it could be 
assumed to be good enough for the coming year. 

There are certain, risks implicit in this decision. It 
embodies an assumption that the non-budgetary factors 
will be broadly as advantageous in 1953-54 as they were 
in 1952-5§3—that is, that the terms of trade will 
continue to move favourably and that the restraining 
effects of dearer money will be as great in their second 
year as in their first. If the estimates prove to be as 
faulty as they were last year, there will be a dangerously 
large deficit. Some people might have drawn from these 
possibilities the conclusion that it would be prudent to 
seek a somewhat larger surplus, even if not as large as 
the £510 million originally intended last year. But the 
responsibility is on the Chancellor ; and, as a working 
hypothesis, his judgment deserves the benefit of the 
doubt until events have proved it right or wrong. To 
quarrel with it in advance. would be an excess of 
dogmatism. 


* 


This decision once made, the Chancellor had about 
£170 million of revenue to give away. But to 
what purposes should the reliefs be directed ? Here 
Mr Butler’s reasoning was impeccable: “the reliefs 
which I shall propose are designed to improve our com- 
petitive efficiency, to provide incentives for greater 
effort, and to encourage private saving ”—or again “ all 
reliefs are carefully designed for -the prime purpose 
of giving the incentive for greater production.” 

_ Unquestionably, this is the right doctrine, and it is 
heartening to hear a Chancellor make it the central 
theme of his policy. Unfortunately, it has to be recorded 
that Mr Butler’s practice fell a little short of his precept. 
Two criticisms in particular have to be made. First, if 
incentive and realism were his objectives, it is dis- 


appointing to find him making so little further progress . 


in abolishing the subsidies. The food subsidies are to 
cost only £30 million less than the total of £250 million 
to which. Mr Butler reduced them a year ago. This is 
the more surprising because last year’s policy of cutting 
the subsidies has been a manifest success, not only in 
its economic effects, but also in political terms,-since 
the initial odium incurred has been much more than 
outweighed by the popularity of the liberating process 
it has made possible. It was not unreasonable to hope 
that the budget speech would not only carry the policy 
to a conclusion but would begin to apply the same logic 
to the housing subsidies. The failure to pursue such an 
obvious advantage requires an explanation; and 

a hint of its nature-can be gleaned from Mr 
Butler’s declaration that “we shall work in the spirit 
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that wherever appropriate the Government should do 
less and that the private citizen should be in a position 
to do more.” If the process of de-subsidising is to be 
carried on piecemeal and ad hoc, it may give rise to 
fewer wage claims than if a large total of cuis js 
announced at one moment. This, however, is pure 
speculation ; what is certain is that the restoration of 
economic health will not be complete until the subsidies 
are reduced to the basic minimum necessary for specific 
welfare purposes. 


* 


The second criticism of Mr Butler’s proposals is that, 
for all his talk of stimulating production, by far the 
greater part of his tax concessions in fact go to the relief 
of consumption, which already takes too Jarge a part 
of the total national resources. He gave away {169 
million of revenue in the present year. Of this, {45 
million was the cost of the reduction in Purchase Tax. 


’ There will be little dissent from the view that a start 


needed to be made with the process of licking this 
monstrous tax into shape; but the fact remains that 
virtually the whole of this £45 million is a grant in aid 
of consumption. Of the {£117 million that is to be 
knocked off income tax, oniy £45 million accrues to the 
undistributed profits of industry ; the rest goes into 
individual incomes of one sort or another and, unless 
there is a radical alteration in habits, nearly all of it will 
be spent. The political attractions and administrative 
convenience of a straight cut in the standard rate of 
income tax are obvious enough. But it is a very blunt 
instrument. It benefits consumption more than saving, 
unearned incomes more than earned, single persons 
more than families. Mr Butler could have come much 
closer to his declared purpose if he had been more 
selective, in particular if he had concentrated his atten- 
tion on the earned income allowance. 

Broadly speaking, only one-third of Mr Butler’s con- 
cessions of actual revenue go to industry and to thrift 
and the other two-thirds to consumption. No politician, 
of course, can afford wholly to ignore “ the vital human 
element.” But the proportions should have been 
reversed. It is true that the speech had two further 
pieces of good news for industry, in the shape of a 
restoration of the initial allowances for capital expendi- 
ture and the promise that the Excess Profits Levy will 


die at the end of the year. But neither of these will have 


any effect on industry’s tax burden this year, nor much 
effect next year, either. Though the initial allowances 
are of real value to industry, they are, as has often been 
pointed out, no more than an interest-free loan, since 
whatever is gained in the early life of a piece of capital 
has to be repaid in the end. And the early demise of 
EPL may actually be the means of increasing its total 
eventual burden on industry, since there will now be no 
refunds if profits fall below the standard in 1954, 1955 
or 1956. (This is not, of course, to say that the repeal 
is a mistake ; almost any price is worth paying to get rid 
of this fabulous piece of fiscal nonsense.) There can be 











‘HE ECONOMIST, APRIL 18, 1953 


no doubt of Mr Butler’s sincere desire to help industry. 
But if the test is (as it must be) the effect of his pro- 
sosals on the actual amounts of money that have to be 
et aside for taxation, now or in the future, they can only 
be called a small beginning. The greater is the hope that 
will attach to the promise that “before the next 
budget . >. it should be possible to make a full review 
f the level of taxation, and of industrial taxation in par- 
icular, in the light of the Royal Commission’s report.” 
Mr Butler’s second budget is thus not without 
-conomic blemishes to set alongside its great political 
ittractions. But possibly to particularise them in this 
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way is to run the risk of giving a false impression. For 
the budget’s greatest merit is one that cannot be put into 
figures. It marks a change of direction, a turning of 
the fiscal tide. This year’s proposals, with the world 
standing at what promises to be a watershed, and with 
the British system of taxation under review, were bound 
to be of an interim character. Whatever criticisms may 
be made of their details, they have the great recom- 
mendation that they mark a determination to “ step out 
from the confines of restriction to the almost forgotten 
but beckoning prospects of freer endeavour and greater 
reward for effort.” we 


Under the Olive Branch 


~ 

HE speculation caused by recent Soviet gestures, 

especially in the United States, seems to be making 
a bold and dangerous assumption. It is that Malenkov 
and his colleagues are now, or soon will be, able to 
offer new and specific terms for the settlement of inter- 
national problems which must cause much heart- 
searching and irresolution in the West. It is not diffi- 
cult to seé how this has come about. ‘It had been 
obvious for long enough that Stalin, in order to check 
western rearmament and detach the United States from 
its friends, would be well advised to do, as well as say, 
a few friendly things. For reasons at which we can 
only guess he chose not to do them, and so the Atlantic 
alliance grew up out of fear and suspicion of his atti- 
tude. Now that his successors show signs of changing 
that attitude, it is argued that they must have seen 
the opportunity that Stalin missed and are willing to 
make to an armed alliance the concessions that he would 
not or could not make to a weak and disunited West. 
The non sequitur is flagrant: because Malenkov has 
instructed his representatives abroad to behave more 
reasonably, it does not follow that he has decided, or 
is free to decide, more than that. Indeed, the evidence 
of statements in the press and radio, for what it is 
worth, has been that the new Soviet manner does not 
yet express a fresh policy abroad, even if fundamental 
changes are in progress in Russia itself. 

The more closely one examines the kind of intentions 
with which the Kremlin is now being credited, the 
clearer it becomes that any real appeasement of the 
West—with the concessions that Stalin refused—would 
present Moscow, no less than the western capitals, with 
a host of grave difficulties. The moral is, of course, 
that negotiating strength and policy positions cannot 
be accurately judged until the negotiators are round a 
table. 

To take first the prospect in Germany, which is 
agreed to be the’ most important and difficult issue 
between the two Malenkov’s advisers could 


argue, from the record a previous four-power talks, 
somewhat as follows: if the West were now offered 






properly supervised free elections for an all-German 
government, with which the four powers would con- 
clude a peace treaty and afterwards withdraw their 
troops, then present western defence policy would 
collapse like a pricked balloon. The Germans, it could 
be urged, would turn swiftly away from Western 
Europe to the new possibilities offered by national 
unity ; the American and British forces would have to 
retire to new garrison positions west of the Rhine ; and 
the whole strategy of Nato would need review. It is a 
formidable prospect, but is it any more formidable than 
what would confront the Russians ? Would nothing 
collapse on their side of the iron curtain ? To set such 
events in train could mean a spectacular end to Com- 
munist rule in Eastern Germany, the withdrawal of 
Soviet forces from Central Europe, and the end of their 
stranglehold on Berlin. It could mean, too, an end to 
the Soviet insistence that the Oder-Neisse line between 
Germany and Poland should be regarded as the final, 
inviolable “frontier of peace”; for no freely elected 
German Government, whatever the inducements, could 
formally recognise that frontier and renounce the lost 
territories. Such a collapse of a “ people’s democracy,” 
such. a weakening of the hold on German affairs, such 
a betrayal of solemn pledges to Poland could have in 
Eastern Europe—perhaps in the Soviet Union itself— 
effects that are unpredictable. 


* 


It may be that the Soviet triumvirate feel themselves 
strong enough to take such far-reaching risks. [If they 
do not, then they must feel some alarm at the assump- 
tion of western. commentators that they have some such 
offer in mind. In fact, we do not know whether they 
are thinking of doing any such thing, whether they could 
afford to do it, or whether they need peace at any price. 
To argue, in the absence of such evidence, that this 
would be the quickest and therefore the most likely way 
to get the Americans out of Europe and to split the 
Atlantic alliance is to ignore Soviet difficulties and to — 


o 
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conjure up for the West a distracting and confusing 
phantom. 

In Korea, too, there is a crucial situation with which 
speculation is busy, but one in which negotiation is just 
about to get down to brass tacks. It is being said that 
the agreement to exchange sick and wounded prisoners 
is only one result of Malenkov’s conciliatory initiative 
and that the Chinese are doing what the Russians, as 
part of a general plan, want them to do. The evidence, 
however, points the other way: it is that Stalin’s death 
strengthened Mao Tse-tung’s bargaining position in 
Moscow, that a nervous—and perhaps disorganised— 
Kremlin granted him some of the economic concessions 
he had so long been asking for and that it then 
became unnecessary for China to pay the price of con- 
tinuing the costly Korean war, the objectives of which 
might be secured by patience and political means. It 
looks, in short, as if the bid for peace in Korea comes 
primarily not from Moscow but from Peking. It looks, 
too, as if the chances of a settlement depend on whether 
China, with its North Korean allies, can come to terms 
with the United Nations and not on the possibilities 
of a general détente between the Soviet Union and the 
Atlantic alliance. This is not, of course, to deny that 
the Soviet Government will continue to have a great 
deal to say about the future of Korea, about China’s 
relations with the United States, about the future power 
of Japan, and—above all—about industrialising China 
and integrating it with the Communist economic bloc. 
But it is highly doubtful whether settlement in the 
Far East depends on settlement in Europe. 


* 


If, in these two important aspects, much current 
speculation turns out to be premature and ill-grounded, 
what is to be said of the view that the western time- 
table, its agenda for the next few months in Europe, 
in Nato, in Congress, is in danger of delay even of com- 
plete frustration? It is clearly within the power of 
propaganda, if French political leaders try to resist 
it, to convince a majority of French deputies that 
Moscow might offer an alternative to the European 
Defence Community and the rearmament of a divided 
Germany. That would be sufficient to delay French 
ratification of the treaty for a defence community, to 
postpone decision until the autumn ; then elections in 
Western Germany, also held in the shadow of doubt 
about Soviet intentions, might turn against the policy 
of integration with Western Europe that Dr Adenauer 
has just reaffirmed with such emphasis. These things, 
it is true, might happen ; it has already been shown 
how easily a feint from the East gets the West off 
balance. But what is the use of speculation about them 
so long as it is not known whether the Russians would 
permit the rearmament of a united Germany in order to 
‘ please the Germans or refuse it in order to please the 
French ? To give equal satisfaction on both sides of 
the Rhine is, as the Americans and British have learnt, 
wellnigh impossible. 
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There is yet another major problem to which So, ict 
propaganda, and Malenkov himself, have given mar «d 
attention but which western speculation has virtu j|ly 
ignored. It is clear that the Communist bloc of seen 
hundred million people could achieve industrialisa: on 
and living standards on the western model much mre 
Ne en ee eee . 
were removed. The economic progress of East: 
Europe, whatever the planners may think of it, has pot 
come up to the expectations of either rulers or ru. 
The speedy industrialisation to which China has—\ i 
Soviet encouragement—pledged itself is a task of 
colossal dimensions, almost certainly beyond the te. - 
nical resources of the Communist nations alone. |{ 
Malenkov has economic aims nearest his heart—ad 
there ate obvious reasons why he should—then it my 
well-be that the first specific approaches to the Wes: 
from Moscow will come in the field of trade and 
finance. It needs little imagination to foresee the s«ft 
spots in Europe at which these could aim:—{or 
example, German -industry’s search for new marke's, 
particularly in under-developed countries. In this 
economic field the Russians would have little to lose 
and much to gain, whereas in the field of political and 
military settlement they have much to lose as well as 
to gain. 


In such doubtful circumstances the wise course for 
the Atlantic Alliance is to stick to its time-table and 
go on with its agenda. By doing so it can at least pro- 
gress towards equal, as well as peaceful, co-existenc 
with the growing giants of the Communist East ; b 
doing so it may eventually succeed in getting Moscov 
to reveal its terms, By pausing to see what the Russian 
may say—still worse, by pausing to think aloud wha’ 
should be said in reply—the western government: 
would merely make it unnecessary for Malenkov ‘0 
reveal or do very much. That is not to say that they 
should do nothing. If the Russians make small, human 
and reasonable gestures such as the British Ambassador 
has been discussing ‘with Molotov, then other gestures 
should be made in return. But they should be on the 
same scale ; one does not exchange an embrace for a 
bow. At the same time the allies would do well to 
study together, through diplomatic channels and in the 
strictest secrecy, what would be their agreed terms for 
general and particular negotiation with the Russians. 
For it is as clear as anything can be that the reason why 
some people in the West are a little nervous of peace— 
and they should not be ashamed to admit it—is because 
a serious and reasonable Russian peace offer made now, 
whether in Europe or the Far East, would reveal 
differences of view and interest among the allies which 
they have not seriously tried to resolve because it has 
not been necessary to do so, If ever there was a time for 
papel pre sat. ses ae 
on wishful public speculation, it is 
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HE suddenness and intensity of the new crisis in 
4 Argentina came as a shock not- only to General 
Peron but also to many more dispassionate observers. 
In the first weeks of 1953 the Argentine economy, 
however shaky at bottom, seemed to be looking up. 
Bumper grain crops had appeared just in time to 
prevent a grave shortage of food and the complete 
paralysis of the country’s export trade. White bread 
was back, and “ meatless days” seemed a thing of the 
past. The regime of austerity imposed early in 1952 
had gone some way towards closing the national gap ; 
currency in circulation and gold reserves were at last 
showing signs of stability, and wages and prices were 
no longer chasing each other skywards at jet speed. 
The President’s perennial optimism seemed for once to 
have some basis in reality, and his government was not 
slow to exploit the occasion. In Buenos Aires and 
Europe Argentine negotiators, with some strong cards 
in their hands, were briskly discussing or renewing 
trade agreements with half a dozen countries. Chile 
and Bolivia were apparently moving meckly into 
Argentina’s economic and political orbit. The change 
of administration in Washington at least meant the 
disappearance of men from whom General Perén could 
expect nothing, and might mean even better things. 

Broadcasting to his subjects in mid-February, the 
Argentine President assured them that conditions had 
never been more favourable to the Peronista movement. 
He thanked the workers for the sacrifices they had made 
in the past year, and declared that Argentina, thanks to 
those sacrifices, had emerged from its difficulties. His 
gratitude was no doubt sincere enough. In the course 
of twelve months the organised workers, who had once 
been led to expect so much from Peronismo, had 
experienced not only a wage freeze, and a steeply rising 
level of unemployment and short time, but also the 
disappearance first of their accepted champion, Eva 
Peron, and then of her most vigorous lieutenants, men 
such as Sr Espejo, who was succeeded as secretary- 
general of the trade union front by the docile Sr 
Vuletich. General Perén may well have felt that if he 
could weather a year as difficult as 1952 without running 
head-on into serious labour unrest, he could ignore the 
Cassandras who held that a split between the govern- 
ment and.the workers was inevitable. 

At all events, the President felt sure enough of himself 
to be rather more frank with his people than usual. In 
a series of broadcasts on the new five-year plan, he 
abandoned to some extent the pretence that the 
austerities of 1952, the year between the plans, had 
been only a temporary necessity. From a cloud of 
magniloquent phrases, he let drop some disconcerting 
facts about the next five years. The plan, he revealed, 
required every consumer to avoid waste in any form ; 


Perén at Bay 






to buy Argentine, not imported, manufactures ; and to 
adjust his eating habits in the direction of fish—a change 
which most Argentines are most reluctant to make. 
Specifically, General Perén disclosed that the new plaa 
involved a definite restriction on consumption of beef, 
together with a concentration on the export drive. 


2 


There was no immediate reaction to this or to the 
government’s other indications that the new plan would 
be arduous and uncomfortable for the ordinary 
Argentines. They were, after all, no more than indi- 
cations, and the public’s attention was mainly directed 
to more cheerful developments—the economic agree- 
ment with Chile, the bumper grain crops, the record 
wheat deal with Brazil, and the revival of the chilled 
meat trade. The President was able to claim that the 
country was now politically calm, a fact which he 
attributed to the defeat of the Democrats in the United 
States. Looking around him, he can indeed have seen 
few. signs of even potential opposition. The anti- 
Peronista parties and newspapers were virtually 
silenced ; the army had been systematically purged since 
the abortive coup in-19§1, and officers who continued 
to appear restless were regularly cross-posted to prevent 
the formation of rebellious cliques; Sefiora Perén’s 
fierier friends had been weeded out, and replaced by 
men whom the President felt he could handle ; and the 
police had been considerably strengthened. Even the 
farmers, who had suffered so much at the hands of the 
regime, seemed more inclined to co-operate ; towards 
the end of March General Perén publicly thanked 
them for their support of the government’s drive to 
increase grain crops. : 

Beneath this calm surface, however, several quite 
distinct currents were coming together to foment 
trouble. As in past years, nature could be allotted part 
of the blame. Recent months have been unusually wet 
on some of the pasture lands, and breeders who would 
normally have had to send their cattle to slaughter for 
lack of grass have been able to hold them back. They 
have done so partly because they need to rebuild herds 
which drought and Peronismo have reduced from 41 to 
about 27 million head (the results of the livestock census 
taken in November have been withheld, but they are 
believed to confirm the more pessimistic — private 
estimates); and partly because they have not been 
attracted by the fixed prices in the Buenos Aires market. 
Official mismanagement has made matters worse ; prices 
at provincial markets have not been held down as 
rigidly as those in the capital, and such beef as was 
forthcoming has therefore gone to the inland cities 
rather than to Buenos Aires. 








cient 
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The resultant shortage of meat had become serious 
as early as the end of February, and at the beginning 
of March packing companies were told that they must 
fulfil fixed quotas for the home market before they could 
export. This rule, however, was not fully implemented. 
Some shipments continued, and public discontent was 
increased by the grumblings of dockers who, although 
unable to get meat for their families, had to carry it 
to the ships. At the end of March all beef exports were 
indefinitely suspended ; but even so the shortage in 
Buenos Aires continued, and only those who could 
afford to pay black market. prices tasted the traditional 
Argentine diet, while the prices of other basic foods 
rose sharply in sympathy, 


* 


The pace of events then accelerated. On April Ist 
General Perén lashed out at the farming community 
whose praises he had been singing only a few days 
before, and assured them that he would use troops to 
storm the cattle ranches if beasts were not immediately 
sent for slaughter. He also announced drastic action to 
be taken against speculators in foodstuffs. A corps of 
inspectors descended upon the capital’s food shops, and 
by the beginning of this week some 500 shopkeepers 
were in the central gaol. These vigorous moves were 
obviously popular with the urban masses, and they have 
been followed by an increase in the amount of beef 
available in Buenos Aires—although this was largely 
achieved merely by lifting the price ceilings by some 
1§ per cent. Thus, when the government arranged 
that the workers should be given a holiday on Wednes- 
day and brought to the Plaza de Mayo to demonstrate 
their loyalty, it felt confident of the outcome. 


But the fact that this demonstration was thought 
necessary showed how deeply the crisis had affected the 
regime. It was much more than a shortage of meat. In 
recent weeks, confidence in the government has been 
sapped by two distinct waves of rumour, one alleging 
that the Peronista leadérs were at loggerheads and the 
other charging them with corruption on a vast scale. 
Substance was given to the first belief by the expulsion 
from the governing party of Colonel Mercante and seven 
other leading figures, and by the resignations of the 
Minister of Labour, Sr Freire, and the President’s 
secretary, and brother-in-law, Sr Juan Duarte. The 
subsequent suicide of Sr Duarte increased suspicion 
that the corruption charges were well founded, and 
although the President himself attended the state funeral 
the army leaders were cofspicuously absent. General 
Perén took the talk of corruption seriously enough to 
announce that he had ordered an inquiry into the per- 
sonal assets of all public officials, beginning with himself 
and his ministers, but the prevalence of rumour was 
officially attributed to the opposition parties and the 
expelled Peronistas, who were said to be jointly attempt- 
ing to overthrow the government. 

Yet, despite his talk of “a major attack by internal 
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enemies,” the President has shown signs of easing 
that, at bottom, his troubles are due to the fact that 1! 
regime has lost contact with its former supporters. | n 
a bitter broadcast last week, General Perén called his 
people a nation of “eighteen million estupidos” who 


‘allowed themselves to be robbed by profiteers and 


misled by rumour-mongers. The people themselves, he 
said, were mainly responsible for the high cost of living. 
But he admitted the seriousness of growing unemploy- 


ment, and promised that steps would be taken to 


“ reactivate ” industry and refill the worker’s pay packet. 
No clear indication of how this is to be done has yet 
been given. Industry is in the doldrums because it 
cannot carry the heavy load of labour privileges ; because 
it cannot import machinery, fuel or materials owing to 
Argentina’s lack of foreign exchange ; and because the 
government has not only failed to ease credit restriction 
but has even failed to pay its own bills. All these 
difficulties are the fruits of Perén’s policies; and 
whatever solution he may find for his problems must 
involve a further tightening of belts, 


* 


The Argentine has had to tighten his belt before, and 
last year he did it without protest. If he is now more 
restive, the reason is that the regime has reached a 
point in time when its magic no longer operates. Senora 
Perén died nine months ago, and the intensive period 
of mourning, which in itself served as a distraction, is 
over. Not only have the urban masses lost their lady 
bountiful ; they have also realised that the austerity 
which, trusting in her, they accepted last spring as an 
emergency measure, is to remain with them indefinitely. 
They suspect the bereaved President of a tendency to 
the right, and it is unlikely that they can be appeased 
for long by the mass arrest of shopkeepers. Among the 
very poor and very simple there is still faith in the 
regime, but the artisan and lower middle class elements 
which once lent strength to Peronismo have got near 
the end of their tether. The food shortages and rocket- 
ing prices of the past few weeks served as sparks to this 
dangerous tinder. 

There is as yet no clear sign that the government's 
days are numbered. If General Perén has succeeded 
in nothing else he has at least made it difficult for his 
people to find any alternative to him. But the latest 
crisis has revealed exactly how shaky his position is. 
There are now no cushions on which to fall back if 
fresh difficulties appear. Both internationally and 
internally, the government’s funds are low. It has lost 
the faith of many of the workers, without restoring that 
of the business men, the farmers or the soldiers. Appeals 
for national solidarity in the face of imagined threats 
from abroad are of little use when the nation’s problems 
are so obviously internal in origin. There seems only 
one alternative: the increasing use of police methods. 
It may not be long now before General Perén’s police, 
instead of demonstrators qn the Plaza de 
Mayo, are busy keeping them oo 
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TS Runciman Committee has said hey presto and 
the purchase tax on taxicabs of the London model 
is vanished in a puff of budgetary smoke. So too 
ive restrictions on their hire purchase. It does not 
fren happen that the recommendations of an official 
mittee are carried out in less than a week. But the 
need was urgent, so sharp has been the fall in the 
number of London cabs since the end of 1950. It was 
1en 6,800 ; NOW it is 5,400. 
[he taxicab trade is a classic case of one that 
nsumes its capital in a time-of rising costs. If depre- 
ition is reckoned on the current cost of replacement, 
her than the actual cost of the old cab, most of 
London’s taxis would probably be shown to run at a 
loss. When cabs are too old to pass the annual police 
spection without unduly expensive repairs, owners 
‘e therefore lacked the capital to replace them. The 
price of a mew cab, until last Tuesday, was £1,139, 
ympared with £355 before the war. Nearly £300 of 
this sum was purchase tax, which Mr Gaitskell had 
doubled in 19§1 to a rate of 66} per cent. Mr Butler 
idded to the terrors of replacement a year ago with his 
restrictions on hire purchase. These, were afterwards 
relaxed so that payment, instead of being confined to 
18 months, could be spread over 30 months ; but even 
this was hardship compared with the five years that 
was normal before the war. It is not surprising, there- 
fore, that the number of new cabs licensed in London 
fell from 960 in 1950 to 698 in 1951 and to 132 in 19§2. 
Figures for the provinces are not known, but the 
sition is probably quite different, partly because 
traffic conditions are better and partly because provin- 
cial taxis do not have to comply with costly technical 
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requirements as London taxis do.) At the present rate 
of demand for new cabs of the London type it is hardly 
worth while to manufacture them, and the only firm 
that still does so was making plans to cease production. 

The Budget will revive the demand, but whether 
it will raise it to as much as 1,000 cabs a year (including 
some for the provinces), which the manufacturers say 
is the minimum economic output, is another matter. 
Certainly the concessions will cause no universal 
rejoicing in the trade. Indeed they have brought to light 
a lack of solidarity within its ranks that is an oddity in 
this highly organised world. Those, on the one hand, 
who drive their own cabs seem quite satisfied with 
Mr Butler ; but the cab proprietors, the fleet operators, 
as well as the men who drive the proprietors’ cabs, are 
breathing fire and fury. 

The men—the journeymen drivers—are wrathful 
because neither the report of the Runciman Committee 
nor its implementation by the Chancellor of the 
Exchequer has anything for them. They complain 
that their earnings have not kept pace with the rise in 
the cost of living and with the earnings of other workers. 
But they cannot claim a rise like industrial workers, for 
they are technically self-employed persons. They hire 
their cabs from the proprietors and pay for the hire, 
according to the present agreement, by handing over 
624 per cent of the fares. The proprietors pay all the 
running costs, including petrol. According to figures 
supplied in an appendix to the report, the average 
journeyman driver does 17 jobs a shift (or day’s work) 
at 3s. 4d. a job. After paying the proprietor his per- 
centage, he thus retains about {1 Is. a day, and to this 
must be added tips worth not less than ros. even if the 
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average is as low as 7d., as well as the extras for luggage 


and for more than one passenger. That does not seem 
bad pay. If the drivers want to increase it they must 
negotiate, through the Transport and General Workers’ 
Union, for a higher proportion of the fares than the 
374 per cent they now get. In 1950 they did push up 
the percentage from 33} per cent, and any further 
increase is out of the question unless there is a radical 
change in the financial position of the proprietors. 

The report’s assumption that the proprietors are 
running their cabs at a loss. is based on figures supplied 
by five large companies. It appears that running costs 
are iust over 8d. a mile, of which nearly 5d. goes on 
petrol and repairs, and 14d. is for depreciation, based 
on the recent replacement cost of £1,139 and an 
8-year life. —The remaining 14d. covers the fixed costs 
and overheads. Against these running costs of 8d. a 
mile, receipts of the five proprietors averaged only 73d. 
a mile. Not one of them showed a profit. 

The fact that so outrages the cab proprietors is that 
the proposals of the Runciman committee will not 
eliminate this loss. The abolition of purchase tax on 
new cabs reduces the cost of depreciation by about 4d. 
a mile, and still leaves an average loss of 4d. This 
suggests that London taxis will continue to go out of 
business. But the committee faces the prospect blandly 
—indeed, welcomes it as the way to make the trade 
profitable again ; when some taxis are starved out the 
survivors will do more business to the mile and spend 
less time on empty cruising. The cab proprietor 
complains that, on the one hand, the service he provides 
is regarded by the committee as essential to London’s 
status as a business and tourist centre ; and that, on the 
other hand, he is told that he can go on making losses 
for the next few years, until his financial troubles right 
themselves. He also feels aggrieved because the 
abolition of purchase tax only helps those who are 
shortly to buy new taxis ; it does not make cabs bought 
since the war (about two-thirds of the cabs in London) 
any more profitable. 


* 


The strength of the proprietors’ case is weakened 
by the owner-drivers’ apparent satisfaction with the 
Budget concessions. In evidence before the committee 
they did not say that they could not make a living ; 
and although they would, of course, have been delighted 
with a rebate on petrol duty (the proprietors’ proposal), 
their two main demands have now been granted. Most 
of them would account for the difference of view with 
the proprietors by saying that the owner-driver is likely 
to be more efficient than the journeyman driver. As 
the proceeds of his efforts are all his own he has a 
greater incentive to be at the right place at the right 
time, and that is very important to successful plying. 
He also has more opportunity to be at the right place 
at the right time, for he works when he likes and not 
to fixed hours as the journeyman driver usually does. 
He inclines to the view that the proprietors do not seem 
to know when they are making a profit, whereas the 
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proprietors say that the owner-drivers do not know 
when they are making a loss. Here the proprictors 
seem more likely to be right. The owner-drivers pro- 
duced no figures for the committee for the simple 
reason that most of them keep no books. They may be 
content to find that they have £15 or so in their pockets 
at the end of the week and probably make no proper 
allowance for depreciation. But at least the evidence 
suggests that they are finding the trade more profitable 
than the proprietors, for, as the chart shows, the propor- 
tion of owner-driven taxis to the total—now 41 per 
cent—has been rising. 

Even the proprietors, however, have some remedies 
in their own hands. Their fares are controlled by the 
Home Secretary, but they could apply to have them 
raised. But neither they nor the committee think this 
would be wise. It might reduce custom, so that the 
higher fares would be offset and receipts remain 
roughly as before. If it cannot increase its 
receipts by “higher fares the taxi trade’s efforts 
must all be directed to raising the proportion 
of engaged to disengaged mileage. The use of 
radio equipment (hired from ome of two com- 
panies, which do not themselves own taxis) is 
one way of doing this ; the customer telephones a con- 
trol point, which sends the radio-taxi nearest to him. 
This device is limited by the number of frequencies 
that the General Post Office can provide and the 
number of cabs that can be controlled on one 
frequency. There is, however, scope for far more than 
the 430 London taxis that are now equipped with radio. 
Another way of keeping within call of the customer, 
and at the same time of wasting less petrol by cruising, 
is to provide more cab ranks. This is limited by the 
state of London traffic ; but better use could at least be 
made of exi$ting ranks if it were easier to telephone 
them. The committee suggests that an_ intending 
customer should be able to dial something simple, like 
CAB or TAX, and then be put through to the nearest 
rank. This is done in other cities, for example, in 
Amsterdam. It is badly needed in London, and the 
Post Office should co-operate with the cab trade in 
providing the facilities. 

Here is one way in which the Government can add 
to the help that it has just given in the Budget. But 
that is the only ether kind of help it properly can‘ give. 
The committee was quite right to turn down the 
proprietors’ proposal for a rebate of petrol duty and 
to reject, too, the proposal to limit entry into the trade, 
which would be particularly .nappropriate when the 
number of cabs is in any case falling. It is in the 
public’s interest that anyone who can run a taxi profit- 
ably should be free to do so. It is, indeed, convenient 
for Londoners tuat there should not be fewer taxis, 
but there is no reason why the Government should 
grant special favours in order to keep more on the 
streets than the public is prepared to pay for. Mr 
Butler has gone far enough, and the taxi Pein should 


be thankful for mercies that are not only large but are 
also prompt. 
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Notes of the 


Mr Dulles Thinks Aloud 


opes of a truce in Korea have already begun to show 
H that what might happen after it had been concluded 
is far from clear. The drop in Communist pressure has 
already begun to reveal, like an ebb tide, the rocks of allied 
disagreement on Far Eastern policy, until recently more 
or less covered by the swell of war. The furore in 
Washington over the calculated dinner indiscretions of the 
Secretary of State, Mr Dulles, has outlined the difficulty 
in which the Administration stands. It cannot, on the one 
hand, make concessions without arousing the wrath of the 
China lobby. On the other, if it pitches its terms too high, 
it will prejudice that unity of allied approach which is still 
essential in bargaining with the Communists. 

American public opinion being in the state it is in, Mr 
Dulles was in fact doing some useful and necessary thinking 
out loud. He suggested that, if a military truce could once 
be reached in Korea, the subsequent political negotiations 
should no longer be confined solely to the future shape of 
Korea. The time had come, as President Eisenhower has 
publicly indicated more than once, to try to include the 
wars in Indo-China and Malaya on the agenda. Where 
Mr Dulles caused the most dismay in the Republican party 
was with his hint that Formosa might have to come under 
United Nations trusteeship. This implied giving up 
positive support for Chiang Kai-shek’s claim to be the 
government of China. Mr Dulles was careful not to propose 
recognising the Chinese Communists in return, but he is 
reported to have commented that after a period—admittedly, 
perhaps, a long one—the claims of the Peking government 
to be admitted to Uno might become strong. These are 
bold words in the United States. 

If these sentiments upset some of his supporters, Mr 
Dulles can hardly have expected an easier passage with 
America’s allies in a number of his remarks about Korea 
itself. He suggested that, if Korea cannot be united, then 
the split between North and South should be at the narrow 
waist about 100 miles north of the present fighting line. 
This would put 8§ per cent of the total Korean population 
in the South, and give Mr Syngman Rhee’s Republic 
important sources of hydro-electric power. But can one 
really suppose that the Communist powers would be 
prepared to give up this amount of territory ? It is one thing 
tO put up a counterweight to concessions over Formosa 
and to bid high, but another to expect the other side to 
yield actual territory, as a result of the apparent decision 
to relax tension ; there has been no instance of the Com- 
munists surrendering territory, except when forced to, 
since the Russian army pulled out of Manchuria after the 


end of the war against Japan. 
There are two feadade thi on which the United 


Nations have to decide before anything else can be done. 
The first is whether unity of the country is possible in 
present circumstances. The second is the type of guarantee 
that can be given to prevent a repetition of the events of 
the past seven years. Mr Dulles in effect brushed unity 
aside by presupposing a partition at the waist. But is it 
necessarily against the interests of either side to reunite 
Korea? Uno is theoretically committed to unity as an 
aim of the campaign, though a truce would obviously not 
now be held up because it could not be obtained. The 
Communists might well argue that if, by unity, they could 
ensure the withdrawal of American troops, the gamble 
would be worth while ; they might in the end infiltrate back 
into complete power. Clearly, if there are to be two Koreas, 
Mr Dulles was right to suggest that the South should now 
be given a public American security guarantee. 

Where Mr Dulles’s conversations may have started an 
unfortunate precedent was in discussing so openly the aims 
and interests of the allied powers. It is true enough that 
Korea is now a lively issue in America and in the other UN 
countries with troops there ; public opinion must therefore 
be kept fair and square behind allied policy. But govern- 
ments should beware of talking too indiscreetly until they 
have cleared their own minds about what is agreed policy. 


Trade on Whose Terms? 


HE experts from western and eastern Europe who have 
L. been discussing mutual trade at Geneva this week 
were pledged to secrecy by their host, Mr Myrdal of the 
Economic Commission for Europe. It is possible, however, 
to deduce some of the general trends involved in the talks. 
For reasons that have often been discussed in The 
Economist, the Soviet Union and its satellites have hitherto . 
shown little readiness to increase the direct exchange of 
goods between the two halves of Europe. The only practical 
ways for them to expand trade are fo increase their own 
deliveries of the products which the West most desires and to 
halt the cold war. This the Russians have shown no inclina- 
tion to do. The east-west trade theme was a useful pro- 
paganda device and little more. In recent weeks, however, 
the Soviet authorities have elevated east-west trade to a first 
principle of Soviet foreign policy, and there are grounds 
for thinking that their intentions are more serious than 
usual. 

The new emphasis may or may not signify a willingness 
to make practical economic and political concessions, but the 
reasons for the shift are fairly plain. Even the outsider 
can see that it is hardly conceivable that the resources of the 
sphere can be stretched to meet all the competing demands 








now made upon them. With an annual steel output at -its 
disposal of perhaps about 45 million tons all told, how does 
the Soviet Union intend to carry out its avowed aim of 
simultaneously strengthening its armed forces, proceeding 
with the industrialisation plans of both the USSR and the 
satellites, raising the Soviet standard of living—and helping 
to industrialise China ? 

Perhaps the essential fact is that China has set its heart 
on industrialisation, and the essential question is who shall 
provide the equipment and the credits. Clearly, the Soviet 
Union cannot handle more than a limited part of the job ; 
although the new Sino-Russian economic pact provides for 
more tangible deliveries than the Chinese have yet had from 
Moscow, it has now lessened Peking’s anxiety for supplies 
from other sources. Equally clearly, the Russians have no 
wish to see China find in Japan or the West a source of 
supply that would free it from dependence on Moscow. 
Yet the only thing that prevents China from trading where 
it pleases is its identification with Russia’s aggressive policy. 
This is a most delicate situation for the Kremlin to handle. 
Its ideal solution to the problem is to channel all China’s 
trade with the free world through the Russian-controlled 
“Comecon” organisation. The setting up of the main 
Chinese trade office in East Berlin, and the boycotting of 
traditional channels such as Hongkong, are integral parts of 
the scheme, which not only keeps the Chinese on a leash 
but also gives Moscow a new hold on, for example, Ger- 
many. In these circumstances, for the West to agree that 
its trade with China should pass through Big Brother’s 
hands is to help cement the Communist bloc. 


Budget without Offence 


HE Opposition has six days in which to marshal its 

general case against the Budget ; and since Mr Bevan 
has been chosen to make the concluding speech on Monday 
evening, it would be rash to assume at this stage that no 
real party controversy is going to develop. But certainly 
the Labour party has been hard put to it to work up any 
indignation or even sustained criticism. 

The efforts to identify Mr Butler’s workmanship with a 
“class” Budget have so far had a strangely academic 
flavour. It is, of course, true that the reduction in income 
tax benefits a man more the larger his income and the more 
of it is unearned. But no one seriously regards this as a 
sinister Tory design. It reflects the bluntness of changes 
in the standard rate as an instrument for improving incen- 
tives, and the rich are too few, and taxed enough in any 
event, for most Labour MPs to feel strongly against a little 
incidental benefit for them. The “class” criticism would 
have bite to it only if the Budget made some people worse 
off while reducing taxes for others. And this, the Opposi- 
tion is lamenting, is precisely what Mr Butler has studiously 
avoided. He has helped the lowest incomes to only a slight 
extent, through the reduction in purchase tax, but he. has 
not hurt anyone at all. Complaints about the way the 
Chancellor has distributed his reliefs therefore lack political 
sting, and the Opposition has no other ground to manceuvre 
on. It does not want to risk unpopularity by saying that 
Mr Butler should have kept taxation higher. On the other 
hand, to say that the tax cuts are not enough would be to 
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admit that the economic position has improved Marvellously 
since the Conservatives took chatge. If any politica! fire. 
works are concocted in this situation, they are lik. to 
damage their creators more than the Chancellor. 

The Opposition’s helplessness is reflected in the comment 
that Mr Butler has devised an election Budget. There js 
a negative sense inf which this perhaps conveys an element 
of truth. The Budget avoids offending anyone ; it creates 
no barriers to an autumn election if by then the Conserya- 
tives should want to appeal to the country. That they wil] 
is possible, but not yet more. 


Liberalising Agriculture 


N adopting a motion for the gradual abandonment of the 
] control of agricultural prices and markets, the Liberal 
party assembly showed a refreshing ability to return to. and 
reconsider, first principles. But it may be questioned how 
far a party that depends for most of its remaining electoral 
favour upon country districts is wise in selecting this is:ue 
to diverge so signally from other party platforms. [he 
objection was quite properly raised that the new policy was 
not one on which Liberalism could fight an election. The 
electorate may be pardoned for concluding that the L iberas 
are less interested in fighting elections than in tilting at 
windmills. 

Liberal speakers who insisted on the importance of 
retaining some free, independent, middle of the road 
members in Parliament were on solid ground; but 
re-adopt principles (however softened by the word gradu: 
that might: have the effect of reducing the number of such 
members further is to confuse priorities. Political parties 
exist to win and exercise power, and the way to do this 
to champion real, not lost causes. A free market in agricul- 
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ture is, regrettably, a lost cause. The practical problem is 
‘o find a way to remove fixed prices, and to restore enter- 
orise to farming, while providing for farm products floor 
prices no more than sufficient to safeguard the countryside 
against disasters, Intellectual concepts do not directly con- 
vince electors, as Liberals have had reason to learn from 
their free trade doctrines in the past. The countryside wants 
.ccurity—and it is. increasingly hard to argue that the 
national interest does not require it too. If a sturdy 
minority of farmers, with costs well below the rest, does 
not think that the present agricultural price system is 
necessary, they certainly keep fairly quiet about it. 

The high cost of food provided Liberals with ammunition 
ro enable them to win and keep power—but that was over 
, hundred years ago. It is still a real issue—but it must be 
ipproached in a way that suits the times. The return of 
-ompetition to agriculture is of the greatest importance, but 
the closed shop in agriculture is not a thing to be tackled 
by sweeping generalisations. That can only too easily make 

‘a present of more Liberal votes to the Socialists and Tories. 


Dr Adenauer’s Mission 


R ADENAUER Can count his visit to Washington as 
highly successful, even if concrete results are few at 
the moment. He appears to have received an assurance that 
the United States will not come to an agreement with the 
Soviet Union at the expense of Western Germany, and he 
himself has restated his conviction that even the reunion 
of the Federal Republic with the present Soviet Zone should 
not prevent Germany from entering the European Defence 
Community. He also pointed out that a United Germany 
vould inevitably be drawn right into the Soviet orbit if the 
ountry were neutralised and concluded a new Rapallo 
treaty with Moscow, pledging it to close economic coopera- 
tion with the eastern bloc. Such ideas appeal in Germany, 
‘ven to the most anti-Communist circles. 

[t is a remarkable indication of Germany’s new prestige, 
not at all welcome in France, that something like terms for 
Moscow should have been announced as the result of talks 
held exclusively between Dr Adenauer and President 
Eisenhower. The joint communiqué issued after the Chan- 
cellor’s visit laid down two things that Malenkov and his 
colleagues should do to show that they genuinely want 
peace and unity in Germany: they should allow free 
elections, and should return German prisoners of war and 
deported persons now held in the Soviet Union. These are, 


‘ortunately, terms with which the allies of the United States - 


can agree; but this was hardly the Atlantic method of 
‘ormulating them... The episode underlines the need for 
continuous joint consultation, which will include the 
Germans themselves but will not exclude other allies. 

The difficulties that the Russians would face in allowing 
‘ree elections are referred to elsewhere in this issue. As for 
the German pri hundreds of whom are 
generals and high-ranking officers—it has always been clear 
that they are held as valuable hostages. Some quite sub- 
stantial concessions from the West would be required by 
Moscow before they would be released to become part of a 
German army allied to the United States. 


Bargaining with-the Caudillo 


HATEVER one’s views may be about General 
Franco’s politics, there is no denying that he is a 
patient and cunning negotiator. As Hitler discovered before 
them, the Americans are finding out that to get anything 
out of the Caudillo is like staying at the proverbial Spanish 
inn: one has to bring along whatever one hopes to find 
there. When the Republicans took over in Washington, the 
draft of a treaty with Spain was supposedly ready for signa- 
ture and the new administration looked forward to con- 
cluding negotiations that had been dragging on for well 
over two years. Repeatedly, during the past few weeks, 
American officials, ranging from General Vandenberg to 
Ambassador Dunn, have hinted that a Madrid-Washington 
pact was ready save for a few finishing touches. On 
Tuesday, however, General Franco arrived in Seville for a 
holiday, and there is every indication that any sense of 
urgency that may exist about the negotiations is to be found 
among Americans rather than in Madrid. 
This is not merely part of the Spanish bargaining tactic ; 
it reflects the strengthening of Franco’s hand. Fears of a 
protracted drought and of a setback for Spanish agriculture 
have been calmed by a spell of wet weather’ Spanish trade 
prospects are improving continuously, owing to new agree- 
ments with France and Germany and active propaganda in 
the Middle East. The fact that the Catalonian cotton- 
spinners have received a 12 million dollar credit from the 
Export-Import Bank with which to purchase cotton in the 
United States shows, moreover, that Spain can make its 
claims heard even before signing a formal treaty with 
Washington. It is not known, at present, whether the hitch 
in the negotiations is caused by Franco’s raising his price 
or by disagreement about the’ duration of the treaty beyond 
the sixteen-year period originally envisaged. One thing, 
however, is clear: General Franco is proving that govern- 
ments which put national independence above everything 
and are willing to submit their peoples to austere sacrifices 
can, in fact, bargain with the United States on nearly 
equal terms. 


Nato’s Meeting 


HE meeting next week of the Atlantic Council should 

do something to brace political and business morale 
in Western Europe. It will provide a reminder that $63 
billion is still going into defence in the year that ends 
on June 30, that there is to be no immediate substan- 
tial drop in Nato’s armament aims and that the elements of 
permanence in the Atlantic alliance haye been solidly laid. 
There is above all the habit of periodical consultation by 
fourteen Foreign Ministers and the almost daily consulta- 
tion of their permanent representatives in Paris. There is 
the growing tendency of finance and defence ministers to 
say to their cabinets “ This is what Nato thinks we should 
(or should not) do.” There is the concentration of strategic 
planning in the Standing Group, even if it is not global 
enough to please some people ; and for those who accept 
‘no evidence of allied solidarity save bricks and mortar there 
is the quite astonishing achievement of “ infrastructure,” to 
which Lord Alexander referred this week. 
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Infrastructure means that the fourteen allies share in 
Western Europe static and permanent installations for 
ground and air forces worth, when they are completed, over 
£350 million, to which the British have contributed some 
{£50 million. Most of 140 airfields will be completed 
during this year and they are being provided with a common 
pipeline system for the delivery of jet fuel. The Minister 
of Defence quite rightly called this “an unprecedented 
international effort for common defence” in peacetime. 
These installations, plus the air warning and communica- 
tions system built up for Nato, provide a hard basis for a 
continued collective defence effort, however much the inter- 
national situation may change. 


Decision for Federation 


HE majority in favour of Central African federation 

shown by Southern Rhodesia’s referendum was greater 
than most people in this country had expected, as, too, was 
the size of the poll. Nearly 83 per cent of the electorate 
voted, and the final figures were 25,570 in favour of feder- 
ation and 14,729 against. As recently as four months ago, 
the result of the referendum was in doubt. It now looks as 
if the debates in this country, in and out of Parliament— 
and the hard things said in them about Southern Rhodesia’s 
native policy—stung liberal opinion there to vote in favour 
of federation. 

It can be taken for granted that the legislatures in 
Northern Rhodesia and Nyasaland, where the federal 
scheme will be debated shortly, will approve it. After that, 
the next stage will be an enabling Bill in the United 
Kingdom Parliament, giving power to introduce an order- 
in-council containing the federal constitution as proposed 
in the last White Paper. The order-in-council is expected 
to be made before Parliament adjourns for the summer 
recess, and in that case federation will formally come into 
force at the beginning of next year. 

These next few months can be crucial for the success of 
the whole scheme. On the eve of the referendum, Sir 
Godfrey Huggins stated that he accepted partnership 

as meaning that all the races will work together to promote 

the prosperity of the federal state, in which all the inhabi- 


tants will have «a stake. Leadership does not mean 
domination. 


Now that he is freed from the fear that he might prejudice 
the outcome of the referendum, and the majority of the 
Southern Rhodesian electorate has endorsed his policy, Sir 
Godfrey Huggins’s next task is to try to reassure the six 
million unfranchised Africans of the three territories. He 
has still to prove to them that it is leadership, not démin- 
ation, that the Europeans of Southern Rhodesia want. Nor 
should reassurance stop at the Zambesi. It is even more 
urgently wanted in the two northern territories. Mr 
Welensky should reflect that though federation may be “ an 
accomplished fact,” it cannot be a success if the Africans 
remain in their present mood. And the quickest way to 
dispel their bitterness would be a start to remove the 
economic colour bar in the copper mines. At the very least, 
the attempts to extend it to other industry should be 
dropped forthwith. 
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Kenya Command 


HE decision to unify the command of all the forces 

fighting Mau Mau, with General Hinde as Chief of 
Staff, had become inevitable ; it follows growing complaints 
from leaders of all races in Kenya that there has been 
muddle and laxity in handling the emergency. Divided 
counsel and infirmity of purpose, it is said, are responsible 
for the humiliating situation in which the initiative has 
largely remained with the Mau Mau gangs. After six 
months of disorder, outrage and dislocation of the colony’: 
life, it is certainly hard to deny that African organisation 
has been more effective than European. The first Mau 
Mau reaction to General Hinde’s new command has been 
to inflict a smart reverse on a loyalist patrol. 

Kenya is now being organised for a “ Malayan solution ” 
of the emergency. General Hinde gives orders to all 
military, police and auxiliary forces. Military and admini- 
strative action is co-ordinated by a committee comprising 
the Governor, the General Officer Commanding, the Chief 
Secretary and three European elected members of the 
executive council. Co-operation between military and 
civilians is to be assisted by provincial security committees. 
Hitherto, the police operation has been against Mau Mau ; 
the settlers now urge that the whole Kikuyu people should 
be declared to be in rebellion, arguing that this in practice 
would enable summary justice to be done and would help 
the authorities to distinguish between Kikuyu loyally fight- 
ing Mau Mau and those who.in greater or less degree abet 
the terror. It has been suggested that land should be take» 
from Mau Mau adherents and given to loyalists. The 
Government will need to be sure of its ground before : 
adopts either idea. 

The immediate question is whether General Hinde’s 
composite forces can take the offensive against the Mau 
Mau in arms. So long as the terrorists score what in 
African eyes amount to military successes, it will be 
impossible to swing the majority of Kikuyu to the side of 
law and order. But the task of breaking down the Mau 
Mau organisation—like that of breaking down the Com- 
munist organisation in Malaya—will inevitably be a long 
one, perhaps longer than the six months predicted by Mr 
Blundell last week. And the longer it takes, the more racial 
relations must be expected to deteriorate. 


Impasse in Nigeria 


A“ ugly situation has developed in Nigeria. The federal 
constitution has broken down, arid the difficulties of 
carrying on the Queen’s government have forced the 
Governor, Sir John Macpherson, to fly to London for 
consultations with the Colonial Office. These will be 
critical. It is evident that any attempt to rule by decree— 
as happened in India in analogous circumstances—might 
be accompanied by mob violence fomented by local politi- 


cians. But the northern province will not continue to work 


together with the two southern provinces in their present 
mood. The only obvious alternative seems to be a hurried 
partition of the. country—undoing “the mistake of 1914” 
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as one of the northern ministers described it: Unfortu- 
nately, Nigeria lends itself even less to partition than most 
other countries upon which Britain has executed, in despera- 
tion, the judgment of Solomon. For the north has no 
access to the sea, and is wholly dependent on a unified 
system of communications. 

The circumstances which have produced the crisis are 
described in our correspondent’s report on page 161. A 
federal solution of Nigeria’s regional differences never 
promised to be easy to work, because the ministers from 
the regions—meeting with European nominated members, 
as a federal executive—regarded themselves as regional 
delegates ; no national parties developed. Thus the situ- 
ation in the central Council of Ministers rather resembled 
that when both Nehru and Jinnah were members of the 
Viceroy’s Executive Council before the partition of India. 
In the event, the two southern parties have sunk their 
differences and demanded full self-government by -1956 ; 
but the Muslim north—though just as anxious for self- 
government—is in no mind to be rushed into an auto- 
nomous union in which it would be dominated by Southern 
Nigeria. 

The crisis hardly suggests that Nigeria is ready for self- 
government, even if the records of the parties did so, which 
may be doubted. African politicians have learnt a lot about 
power and perhaps a little about administration, but nothing 
about either democratic or federal compromise. Britain’s 
policy must be to play for time in the hope that Nigerians 
will see the case for reason. It may not be easy. 


Waiting for the Moscow Line 


HERE is increasing evidence that the sudden reversal of 
the Kremlin’s policy over the “ doctors’ plot ” took by 
surprise not only the “other ranks” of the Soviet pro- 
paganda force—like those Ukrainian broadcasters who went 
on castigating the doctors while Moscow radio was already 
flaying their accusers—but also those higher officers who are 
normally abreast of developments in ruling circles. The 
elevation to the Party’s Secretariat immediately after Stalin’s 
death of Ignatiey—later to be made a culprit—shows clearly 
that no decision about the plot had then been taken. A copy 
of the Komunist, the former Bolshevik and chief theoretical 
organ of the party, which was published much later and has 
only just reached this country, still follows the original line 
over the doctors. Thus almost on the eve of the spectacular 
volte-face, the leading Soviet propagandists were ignorant 
of forthcoming moves. 

This shock of surprise and the fear of yet another reversal 
may account in part for the caution now being shown by the 
Soviet press. Another explanation may be that the writers 
have been ventriloquists’ dummies for so long that they 
find it.difficult to recover their own voices. They may need 
time and actual encouragement to utter their own thoughts. 
Whatever the reasons, Soviet commentators avoid embroid- 
ering official pronouncements about the amnesty or the 
criminal offences of the security police. They repeat the 
official communiqués and republish Pravda’s leaders after a 
day’s delay. In one respect, however, the papers have 
already changed radically: the nauseating glorification of 
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Stalin has ended. For more than a year after his 7oth 
birthday all were full of telegrams of praise; after his 
funeral the rites lasted only a few weeks. A recent copy of 
Pravda, picked at random, contained only one reference to 
Stalin on its first page. Another copy, of a few months ago, 
contained on the same page eighteen references to the 
“ great father and teacher.” . 

Centrifugal forces take some time to reach the petiphery, 
and so propaganda in: the satellite countries is still more 
Stalinist than the Kremlin. It is playing safe until the new 
line and the new set-up have crystallised. Yet, once the 
full significance of Moscow’s moves have been appreciated, 
some radical rethinking will be provoked. The startling 
new developments need only time to produce an important 
echo outside Russia. 


Neutralists and Neutrals 


T is no reflection on this country’s friends and allies to 
say that we should be genuinely grateful that there 
are still some “ neutrals” in this divided world. When 
a secretary-general has to be found for the United Nations, 
or a foster-parent for frightened prisoners of war, progress — 
would be practically impossible if no “neutral” were 
willing to come forward and take on a delicate and 
hazardous job. International loyalties and commitments 
are now so extensive that few nations or even individuals 
are available to play these thankless roles, and the burden 
on those who remain is correspondingly greater. 
Gratitude to neutrals, however, need not extend to 
“neutralists.” The distinction between the two terms, as 
they are applied today, is clear enough. The neutralist 
enjoys the protection of the very defences which he devotes 
himself to weakening ; he does not contribute to the main- 
tenance of peace, but detracts from it. This is exactly the 
opposite of the conduct of those neutrals who, declining © 
to shelter under a mightier wing, see to it that their own 
frontiers are manned against aggression. They not only 
play the indispensable parts of the objective arbitrator and 
the trustworthy Samaritan, but also reduce the obligations 
of those other powers that are banded together for common 
defence, But they are a dwindling race, as has been shown 
by the difficulties involved in finding suitable neutrals to 
help liquidate the problems of Korea. Is there anything 
that can be done towards preservation of the species before 
it dies out altogether ? 


Surprise for Jugoslay Farmers 


countryside by a government decree which allows 


ust before Easter excitement was caused in the Jugoslav 
Jom freely to leave collective farms. 


The measure 


gives compensation for the land and equipment they put 
into it, frees the remaining collectives from state administra- 
tive control and deprives them of their special economic 





privileges. This is the most dramatic step yet taken by 
the Communists in their effort to undo the ill-effects of 
fcrced collectivisation and the general neglect of agriculture 
during the first years of Marshal Tito’s rule. Over a year 
ago they decided to wind up all collectives that were not 
paying propositions ; as a result the number of these farms 
which at the beginning of 1952 was over 7,000, has sunk 
to just over 4,800, farming 19.6 per cent of the arable 
lands. How many more are now to be disbanded will not 
be clear until the decree is actually put into effect after 
the harvest. First reports suggest that in some districts 
the peasants are striving to get out as soon as they can ; 
but a provision that they will be responsible for a part 
of their collective’s debt may well have a sobering effect. 
It would, indeed, be disastrous if the decree were to defeat 
its own ends by upsetting the year’s agricultural work. 

This new development is designed to give to Jugoslav 
agriculture the benefits of freer competition and emancipa- 
tion from stifling bureaucratic controls that have already 
been given to industry. But there appears to be no inten- 
tion of giving up “ the ideal of the socialist transformation 
of the countryside.” Mr Kardelj has even said that there 
is “little change to make in the general line for the 
struggle ” to secure this transformation. The significance 
of these assurances is not yet clear ; they do not square 
very well with the urgent need to increase production. 
They may, however, be primarily designed for bewildered 
party members. In the immediate future, at any rate, the 
Jugoslavs will probably concentrate their energies on the 
further development of the “ general collectives ” for buying 
and selling which flourished in Jugoslavia before the war 
and have recently been encouraged to enlarge and extend 
their activities. 


Families in Need 


HE sharp wartime and postwar levelling of incomes has 
Tr as its prewar advocates would have supposed, 
moved all families to a point well above the subsistence 
level. According to the findings recently reported by Mr 
H. F. Lydall in the Bulletin of the Oxford Institute of 
Statistics, about one British family out of every four had, 
for each person in it, less than £2 a-week to spend during 
the year 1951-52. In this concept, the family—or more 
strictly, the “ income unit ”’—may consist of single persons 
of 18 years or over whether living alone or not, so that an 


income of less than £2 does not necessarily indicate hard-. 


ship. But it was among the large families that a high propor- 
tion of people had less than £2 a week per person. One-third 
of four-person families, over half of five-person families, 
and four out of five of those with four or more children 
had a yearly income, after tax, of less than {100 per person. 

A net income of {1 18s. a week per person does not 
represent abject poverty. The average, according. to this 
survey, is hardly more than £3, and the cost of keeping 2 


family does not imcreas¢ proportionately with its size. ~ 


Moreover, the figures collected for this survey may give 


rather too gloomy a picture. Its findings about personal . 


savings have already been discussed in these columns, when 
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it was pointed out that the fact that 16 per cent of thos: 
originally approached would not co-operate may well hav. 


biased the sample. Furthermore, the natural tendency 
understate additional sources of income has been at wo: 
and there is a serious deficiency of investment income in t}. 
survey figures. The average figures are, therefore, like 
to be rather too low ; but there is no reason to believe th: 
this would affect the disparity between the incomes j: 
person of small and large families. After all the qualifica- 
tions, Mr Lydall’s report does show that some large familic. 
are having a very difficult time despite family allowance: 

One other result is of particular interest. Where th 
main income-holder is a woman, there is, as would b. 
expected, less money than in other families. But, afte: 
taking into account the smaller number of persons to 
support, these families had a net income per person o 
£153—only £11 less than those with a male head: a finding 
that will not further the cause of equal pay. 


National Health 


HE theme of the latest report [Cmd. 8787] of the 
Ministry of Health’s chief medical officer is that the 
improvement in public health resulting from better physical 
environment is unlikely to be carried much farther ; hence- 
forward better health will depend rather upon personal 
effort. In the last hundred years “a silent army of sanitary 
technicians ” has worked on behalf of the average Briton’s 
health. Today, “ we are leaving the era of sanitary engin- 
eering and entering into that of personal hygiene. .. .” 
The report covers the year 1951. The influenza epidemic 
at the beginning of the year was almost entirely responsible 
for the increase of 39,000 in the total number of deaths. 
But there is no such obvious explanation for the fact that 
the fall in the infant mortality rate was temporarily halted. 
In England and Wales, infant mortality, as in a number 
of other countries, has been halved in the last twenty years. 
But the rate of just below 30 per 1,000 live births has still 
some way to go before it reaches the low levels of Sweden 
and New Zealand and will have to be halved again before 
it is as low as Harrow’s.. The comparative stability of the 
rate in 1951 bears out the view that further big reductions 
will depend less on a wide generalised campaign than on 
a concentrated attack on special features—on prematurity, 
for instance, or on the death rate for illegitimate infants. 
In any case, the resumption of the downward trend last year, 
when the rate is provisionally given as 27.6, is reassuring. 
“It is a sign of the times,” says the chief medical officer, 
“ that, in referring to the causes of death . - ., the infectious 
diseases should be left to the end.” Deaths from tuber- 
culosis were lower in 1951 than deaths from accidents of 
all kinds. Diphtheria, before the war a main cause of 
death in childhood, caused 33 deaths in 1951. But 
diphtheria 


high rate of immunisation, There is always a danger that 
with immunisation, as with vaccination against smallpox, 
the public will be lulled, by the dramatic fall in deaths, 
into a false sense of security. In this respect, as in other 
branches of public health, future progress depends on the 
ee 
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“I have seen their advertisements in LIFE en espaNoL ”. This 
? is a comparatively new phrase in the Spanish-speaking countries 
of Central and South America. But already it is influencing the 
sales and prestige of British and Continental companits in those 
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areas. LIFE EN ESPANOL — LIFE in spanish — began circulating 
in Latin America in January. Like LIFE tNnTeRNATIONAL’s English- 
language edition, it has a selective readership concentrated mainly 
among men and women in the higher income groups; yet, to-day, the 
circulation of LIFE EN ESPANOL exceeds 215,000 copies and distributors 
are still asking for more. For companies seeking to enter the rich Latin 
American markets, or increase the sales of products already established 
there, an advertisement campaign in LIFE e8n gsPANOL offers these 
advantages: the consistent appeal of brilliant picture-journalism, fine 
printing and colour reproduction, and a growing circulation among 
those with the means to buy and the power to influence the buying of 
others. The Advertisement Director (Grosvenor 4080) will be pleased 
to supply full details of circulation and rates on request. 


en espafoh 


LIFE EN ESPANOL— over 215,000 copies 
in Spanish circulating in Central and South 
America. 

LIFE IN ENGLISH —approximately 300,000 
copies in English circulating in 120 countries 
outside North America. / 
These are the INTERNATIONAL EDITIONS of 
LIFE magazine. 
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BOUT WOMEN and the reading of news- | 
A papers, there still remain traces of | THAT WILL DO THIS JOB? 
Victorianism. The male assumes that papers jf 
such as the Manchester Guardian are for the jf 
masculine mind; for the feminine mind some-  } New designs with higher standards of per- 


thing ‘lighter’ is often prescribed. 
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Women, no doubt, can and do make up their 
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to take their side. If husband or father takes | these materials are available when required. 
pleasure in the good reporting, good thinking, 
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wife or daughter takes no less pleasure. objective — the project which in a few years’ 
Let no male, therefore, appropriate the 7 





time may be depending on materials not yet 
Manchester Guardian to his sole use, and 


allot a ‘popular’ paper to his womenfolk. commercially developed. 
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mission in life—to tell the truth, to guard the 
humanities, to ignore the base or trivial. These | problems in the field of nickel alloys. Now 
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hold share with you the deep satisfaction of | 
being a Manchester Guardian reader. i} CONSULT MOND NICKEL 
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Educating Leaders 


ad 


t is a good thing that brilliant children have some 
| Bese champions, for they certainly have very few 
champions. Much in the English school tradition (as 
opposed te that of Scotland and Wales) seems to be against 
the clever child, The philistinism that rated intellectual 
achievement far below athletic prowess, and rationalised its 
envy of brains with slogans about “ character” and gibes 
about “swots” is happily dying out; but the new 
philistinism is worse than the old and its seed falls on 
ground already fertilised by the former prejudices against 
intellect. Brilliance at school has lost its social stigma, 
but the new campaign is to prevent it gaining social prestige. 
At a time when the largest educational authority in the 
country considers it to be a grave danger that the grammar 
schools may enjoy better teachers, better equipment and 
higher prestige than other kinds of school, it is a relief 
to hear a voice raised to plead the opposite case. 

Dr Eric James, High Master of Manchester Grammar 
School, pleaded it powerfully last week in talking to the 
grammar school members of the National Union of 
Teachers. He argued that exceptional care should be 
devoted to educating the most able children. The staffing 
ratio should be much higher than at present and the 
teachers require high intellectual quality. Two-thirds of 
the teachers in this country, Dr James said, could never 
even begin to understand the work that these children 
were capable of doing. If an education of this standard 
was to be provided, some segregation was inevitable. Dr 
James thus briskly disposed of the current over-emphasis 
on the value of mixing clever children with stupid ones. 

It is doubtful whether the audience followed him so 
far, grammar school teachers though they were. The educa- 
tional levellers have held the floor so persistently that any 
other view is almost unfamiliar, That is the measure of 
the need to state it. 


The Packet’s Progress 


<< (\HORTAGES and a better standard of living” have 

S between them so changed the national taste in food- 
stuffs that the prewar diet would nowadays seem “a little 
unpalatable.” This is the conclusion drawn from reports 
recently compiled by the National Federation of Wholesale 
Grocers, It refers, therefore; to a limited field ; public 
attitudes to fish, meat, fresh fruit and milk are unreported 
and unanalysed. But within the grocery range, one general 
and predictable trend overrides local variations: a great 
increase in the demand for processed, tinned and generally 
ready-made foods. The consumption of sweet biscuits has 
trebled, the sweetest and most expensive being most 
demanded ; tinned fruits of the dearer kinds, tinned meats, 
tinned tomatoes, tinned baked beans, breakfast cereals—all 
show large increases. 

The influences at work are the inflation of incomes, 
rationing and the decline of housewifely arts. -This decline, 
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however, is not an entirely independent factor. Let the 
basic materials of the home cook’s craft be cut off for 
long enough, and even the keenest domestic artist’s skill 
will grow rusty, or never get a chance to develop. It is 
doubtful how far the ready-made or ready-processed 
preparations are really labour-saving ; the shopping for 
them may be quite as strenuous as cookery itself. But the 
housewife who has lost, or never acquired, the skill to use 
ample basic ingredients variously and satisfyingly on her 
own account has no option in the use of her energies. 
Here is the making of a vicious circle. Manufacturers 
of ready-made foods, from quasi-jam to pudding-mixes, find 
a ready and growing market for their wares and can 
accordingly put up a good case to the Ministry of Food 
for sustained and increased allocations of sugar, fats, dried 
fruits and the rest. The better their case, the more remote 
the day when housewives will be able to scour out thei¢ 
preserving pans and baking tins and regularly give their 
families real home cooking ; the longer that day is post- 
poned, the more certain the decline in skills and the better 
established the habit of packeted pseudo-cookery. 








The Incidence of Taxes 


One of the most common errors which is committed in 
the discussions which take place in relation to taxation 
is, that the incidence of every tax which, in its turn, 
becomes the subject of consideration, is treated as if it 
were the only tax collected—as if the whole revenue of 
the country were raised from it, and from it only. ... It 
is, however, plain upon the face of the question, that in 
a system of finance . . . derived from a great variety of 
sources, altogether different in their character, and affect- 
ing the various classes of the community in a variety of 
ways and degrees, it is utterly impossible to judge fairly 
of any one tax without taking into consideration the 
incidence of others, It is plain, that if we are to regard 
the effect of taxation upon different classes of the com- 
munity, we must look to the taxes as a whole, and to the 
relative pressure which each has upon such classes. In 
the first place, we derive a large share of our revenue from 
indirect taxes, Customs and Excise alone to the amount 
of about £37 million a year. Now no one will deny that 
to such taxes the labouring population contribute a larger 
portion of their incomes than any other class. Small as 
the expenditure of each person may be, a larger share of 
it goes in the shape of Customs duties on tea, sugar, 
tobacco and spirits, and in Excise duties on beer (hops 
and malt) and spirits, than is the case with the more 
wealthy classes. And it is on this account that those 
classes, by common consent, have been exempted from 
the payment of all direct taxes. There was always an 
exemption. in their favour in the window duty and in the 
house tax ; and of late years it has been expressly on this 
ground, that persons with incomes under £150 a yeas 
have been entirely exempted from the operation of the 
income tax. It was on such considerations that Mr Mill 
defended the exemption of such classes from the income 
tax, and it was the expressed necessity of considering 
the incidence of all taxes together, that made him hesitate 
in pronouncing a very distinct opinion as to the incidence 
of the property tax in general. 


The Economist 


April 16, 1853 
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The Building Industry 


Syr—In the second article on the build- 


ing industry entitled “Management 
among Builders,” in the issue dated 
April 4, 1953, you have confused the 
function of the architect with the 
machinery of local housing authorities 
and unfairly attributed the faults 
inherent in the actions of such authori- 
ties to the inefficiency of architects. 
Similarly, you exaggerate the powers of 
architects responsible for the design and 
erection of houses subsidised by the 
state. These criticisms do not apply to 
the work of architects engaged in state 
subsidised housing. You say: 

1. “ The rigidity of specifications and 
nomination of sub-contractors by archi- 
tects has deprived the builder of his 
ability to make do and substitute.” 

Any variation in the specification can 
only be made with the consent of the 
housing authority and indirectly of the 
Ministry of Housing and Local Govern- 
ment, who have approved the plans and 
specification. If the houses were being 
built for sale by a private builder, any 
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Letters to the Editor 


defect arising from an inadequate 
specification would be a matter between 
the builder and the purchaser, but when 
houses are owned by the local authority 
such a defect would have to be remedied 
by the authority. Cumulatively, on a 
large number of houses, this could 
become a very serious matter for the 
authority. 

2. “Expensive methods have some- 
times been forced on the builder, with 
attendant delays.” 

It is difficult to see what this state- 
ment refers to. If it means construc- 
tional sequences, these are entirely the 
responsibility of the builder, under the 
wre form of contract. 

“They are certainly responsible for 
lone delays in completion of contract 
documents.” 

This is untrue. Architects are not 
responsible for the completion of the 
contract documents. These are com- 
pleted by the building owner, in this 
case the local authority, and the archi- 
tect has no control over this procedure. 
As a tender cannot be obtained until the 
proper drawings are available, the draw- 
ings forming part of the contract must 
be prepared by that time. The prepara- 
tion and execution of the contract itself 
is the responsibility of the local housing 
authority—Yours faithfully, 

London, W.C.1 RICHARD SHEPPARD 


* 


Sir—I was surprised to read the state- 
ment in your article, “Industry Without 
Mechanisation,” of March 28th, that 
since mid 1952 “civil engineering costs 
have dropped by 20 to 30 per cent.” 
That is certainly not my experience. 
Far from falling by so great a margin, 
civil engineering costs in my submission 
were at about the same level in the early 
months of 1953 as in June, 1952; if 
anything, rather higher. 

This difference in views may possibly 
be explained by a difference in termin- 
ology. Thus while you may be referring 
to specific civil engineering prices, I 
have in mind civil engineering costs in 
general. I can understand, for example, 
that there may now be substantial re- 
ductions in prices for new site work in 
individual cases, but surely the explana- 
tion of this is to be found in the special 
circumstances governing those cases. I 
contend that they are not applicable to 
the civil engineering industry as a whole. 

Admittedly the cost of materials has 
dropped—the materials index fell by 
just over seven points between April, 
1952 (the peak), and December—and 
productivity (always difficult to measure 
accurately) may have risen slightly. On 
the other hand, labour and transport 
costs have risen, the wage-rate index last 
December being about six points above 
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what it was at the beginning of 1952. In 
view of the cardinal influence of labour 
in civil engineering - construction, and 
indeed in building materials, I fail io 
see how a substantial overall fall of civ)! 
engineering costs could have taken place. 
Nor to my mind does there appear to be 
any real prospect of such in the near 
future —Yours faithfully, 


J. P. McDonacu 
Wimbledon, S.W.19 


[The figures quoted do in fact refer 
the prices paid in new civil enginee: ng 
contracts by a number of local authori: 
in recent months.—Eprror.] 


* 


Sir—I must join issue with you on one 
or two points, particularly in your latest 
article on building. Sub-contracting for 
labour-only constitutes one of the most 
vicious practices of the industry and it 
is our task, that is the organised opera- 
tives’ task, to end the pernicious system 
wherever possible. It may be that some 
of these sub-contractors walk away with 
£20 to £30 a week but this is indeed 
poor consolation to our members who 
frequently have to walk away with 
unstamped insurance and holiday cards, 
and even without wages, because these 
labour-only sub-contractors have made 
a quick but silent get-away. 

Of course, the unions desire to 
decasualise building but we do not, I 
assure you, “acquiesce in rigidities.” 
We have not “preferred a situation in 
which bad craftsmen and idle labourers 
have found work .. .” While I have 
no difficulty in subscribing to a number 
of your views, I am afraid that part of 
them are still informed by prejudice. 
You may rest assured that the unions 
want the maximum building output 
under conditions of the best possible 
craftsmanship. Unfortunately the build- 
ing industry has for so long been a prey 
to politics that it is difficult for the out- 
sider to notice it with any kind of 
impartial judgment.—Yours faithfully, 
London, S.W.4 R. Coprock 


The Finance of the Dog- 
Fight 
Sir—Taxpayers should be grateful to 
Mr Justice Lynskey for his strictures 
arising out of the strange case of Rex v. 
Prince, in which two fellow citizens were 
enabled to engage in litigation up to the 

High Court, at no cost to themselves. 

May I as one who contributes heavily 
to the welfare state and receives little 
or no benefit therefrom make the 
following comments: 

(1) To have been logical and effective, 
the 1949 Act should have provided that 
where the defendant is unable to pay, 
the state should bear the burden of 
damages as well as costs. 

(2) For the better protection of the 
community* in general, postmen and 
farmers in particular, the Government 
might increase the cost of dog licences 
by Is., and use the money as a fund from 
which to pay compensation, legal costs 
and damages awarded by court.—Yours 


faithfully, 
Weybridge, Surrey J. C. Howison 
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The Right Test for the Boards 


(HE FUTURE OF NATIONALISA- 
rION. 
H. A. Clegg and T. E. Chester. 


il Blackwell. 12s. 6d. 


‘HIS is an excellent book, well 
informed, well argued and clearly 
itten. It seeks to analyse with as 
ich scholarly detachment as possible 

, general question that is both highly 

mplex in itself and complicated by a 

iss of emotion and prejudice: The 
.uthors try to keep unemotionally to the 

ntral issue by laying down for them- 
elves a simple path of argument. What 
vere the reasons for nationalisation ? 
Why have the nationalised industries 
failed to achieve, in a satisfactory 

isure, the purposes for which the 
hange in ownership and organisation 
vas made ? What different organisation 
vould. be better suited to the purposes ? 
\nd here, they conclude, is the answer : 

; is how the nationalised industries 
hould be reorganised, this should be the 
future of nationalisation. 

This is am attractive simplification, 
but it goes grotesquely too far. The 
purposes of nationalisation are not the 
purposes of nationalised industry: they 
reflect the adjective, not the noun. In 
the last analysis, coal and the rest are 
ull industries. They exist for economic 
purposes ; the distinctive decisions of 
those who run them are the entre- 
preneurial decisions about prices and 
scale of operation and investment. The 
right organisation is the one that leads, 
within the context of public ownership, 
to the right decisions. The test of 
eficiency im a nationalised industry is 

-onomic, not administrative ; still less 
is it suitability to the motives of the 
na vationalisers—motives that were valid 

nough in their historical context, but 
have no particular value as tests for the 
future. For all the ‘good sense with 
which they hoe the row they have 
hosen, what the authors of this book 
ire really doing is to lay down standards 
for nationalisation while shitting their 

es to its main problems: which is 
common enough, But too small a task 
for their se 

Mr Clegg (of Nuffield College) and 

t Chester (of the Acton Society Trus 

t Mr D, N. Chester of Nuffiel 
College) base their on two 

ntral propositions. First, 

The only criteria which we can even 
try to handle are are impressions about the 
effect of forms of on those 


and guesses about the r gouenie effect 
upon them of changes in organisation. 
Secondly, Messrs Clegg and Chester 


211 pages. 









point out with great force -that the 
nationalised organisations are based on a 
fundamental error. Some functions of 
the nationalised industries—say, de- 
velopment policies in coal, or the 
securing of an economic load-factor in 
electricity—were believed to require 
large-scale organisation. The 
nationalisers went on to conclude that 
all functions—finance, labour relations, 
sales, etc.—also required large-scale 
organisation. They therefore made the 
big new units responsible for what the 
authors call “over-all management.” 

They perform a very important service 
by demonstrating the fallacy of this 
view. They go on to show that, by the 
criteria of how people can best work 
together arid achieve the maximum 
administrative efficiency, it would be 
better to have smaller units for general 
management. In coal, they propose 
area boards with limited responsibilities, 
transferring more authority down to the 
colliery manager than was proposed in 
Colonel Lancaster’s _ better - known 
scheme ; and, unlike him, they would 
abolish the National Coal Board (at least 
as a managerial body) and place such 
central functions as are essential in the 
hands of the Minister, assisted by a Coal 
Commission. Similarly, in electricity 
they would transfer control over genera- 
tion to the area boards, reduce the BEA 
to something of the status of the former 
CEB, and re-establish the Electricity 
Commissioners. 

These are interesting and important 
proposals. The line of development 
they indicate is probably the right one. 
But they certainly cannot be justified on 
such narrow grounds as Messrs Clegg 
and Chester argue their case. The 
future of nationalisation cannot be 
settled by administrative standards. 
That may produce the most efficient 
execution of policy, but in itself it does 
nothing at all to ensure that the policy 
is right. In the early years of nationali- 
sation, organisational problems have 
inevitably been given most public 
attention, but it is at least possible that 
the most damaging mistakes of the 
nationalised. industries have been to 
price their products on unsound prin- 
ciples and thereby lead themselves into 
uneconomic investment policies. In this 
respect the area electricity boards are 
quite as likely to go wrong as the 
National Coal Board, and the adminis- 
trative case for decentralisation— 
important though it is—is at best a small 
part of a case. To that part Messrs 
Clegg and Chester make an important 
contribution ; but it needs a broader view 
to settle the future of nationalisation. 


147 
Prolegomena to Africa 


STRUGGLE FOR AFRICA. 


By Vernon Bartlett. 


Muller. 251 pages. 15s. 


6 ee pictures of the situation 
in Africa are rare; but they are 
valuable both to author and reader. For 
Africa is no longer a series of compart- 
ments impervious to ideas, political or 
even technological ; amorphous though 
it be, the great continent is beginning 
to come to life as a single, interdependent 
whole. The process has not proceeded 
far, and will not perhaps proceed farther 
very fast; but it has proceeded both 
far enough and fast enough to make 
evaluations of single regions, or of 
Africa generally based on knowledge of 
single regions, incomplete and even mis- 
leading. It is the merit of Mr Bartlett’s 
book—which he has written with charm 
and clarity for the general rather than 
the specialist reader—that he does con- 
sider Africa as a whole, and that he 
bases his judgment on visits which he 
made himself to all parts of the con- 
tinent. To the network of inter-African 
airways alone do we owe the possibility 
of up to date eyé-witness books on 
“ Africa” ; and they in turn are spread- 
ing ideas as well as journalists and insect 
pests, sharpening up contrasts, deepen- 
ing communications, tracing a pattern 
of unity. 

Mr Bartlett’s underlying thesis is in- 
deed the growing interdependence of 
Africa ; certainly of Africa south of the 
Sahara. The absurdity of apartheid, for 
example, is not merely that Europeans 
must somehow live on tolerable terms 
with Africans and Indians in- South 
Africa, but that South Africa must live 
within the continent as a whole on toler- 
able terms with the diverse territories to 
the north. of it. British policy, on the 
other hand, ought to show some con- 
sistency as between East and West 
Africa—but does not. British, French, 
Belgian and Portuguese policies toward 
African social and political development, 
as well as towards economic develop- 
ment, will in the end have to be recon- 
ciled, divergent as they at present seem. 
At present the European is oe to 
carry on as though the aeroplane, radio, 
and newspaper had no effect on the 
African mind at all; or as though the 
education which he himself has int:o- 
duced leaves African mentality 4s village- 
bound and tribally-orientated as before 
the art of writing existed. 

In fact, all problems—those of nutri- 
tion and agriculture, no less than those 
arising, for ex from urbanisation 
or the creation of a new white and a 
new black dominion in Africa—musi be. 
assessed within the wider context. Mr 
Bartlett has provided a handy and read- 
able, if necessarily personal, frame of 
reference. The intelligent newspaper 


reader will find that a short.course of 
Bartlett will greatly improve his under- 
standing of the growing, if still scattered, 
ane to Africa that spread through 

y reading. He might have been 
eer: for a few more maps—prac- 
tically, there can never be enough new 
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maps, especially of Africa. But he will 
find this an illuminating, if not original 
book—even though, in 250 pages, much 
of Africa necessarily escapés even a 
newspaper man’s eye and pen. 


Foreign View on Labour 
Policy 


LA POLITIQUE SOCIALE DE 
L’ANGLETERRE CONTEMPORAINE. 
By Jean Lhomme. 
Presses Universitaires de France. 
pages. 1,800 frs. 


7 is not always true that the outsider 

sees most of the game ; but an intelli- 
gent foreign observer, provided that he 
confronts «the facts without national 
prejudice, may have a certain advantage 
over the native when it comes to tracing 
or assessing an historical sequence. For 
one thing, he can apply standards of 
comparison afforded not only by the 
past of .the country which he is 
observing, but by the present of his 
own; for another he is (particularly if 
he happeris to be a Frenchman) likelier 
than the native to draw the essential 
distinction between paper plans or legal 
powers and the way things happen in 
practice. 

Professor Lhommie’s study. of British 
social policy is a good example of this 
external perspective. His title is, in fact, 
rather misleadingly wide. He has little 
to say about the social-services, nothing 
about education, no interest in the dis- 


$17 


tribution of property or of incomés in ~* 


general. His concern ‘is with wages, 
employment, and the wage-earnet’s 
purchasing power; and “wages” does 
not even include salaries. Within 
these limitations, his book is a most 
remarkable achievement, the _ tidiest, 
fullest, and most percipient account 
available of a whole complex of related 
subjects: trade union ‘structure and 
history; the levels, differentials; and 
movements of wages; relevant legisla- 
tive and administrative organs; price 
control, rationing, and the subsidy 
system as it affects the real wage ; full 
employment policy from budgetary 
measures to the development areas; 
planning techniques. 

As a work of reference alone the book 
deserves translation as soon as possible, 
As a guide to the interrelations of 
different forms and phases of policy its 
merit is equally high. As a study of the 
empirical British genius at work, it is, 
if a little flattering, at all events re- 
assuring. If this is how our particular 
brand of planning strikes an- obviously 
intelligent foreigner, perhaps it is not 
so bad. As a long-run assessment of 
social results it is, however, completely 
null. It is not that Professor Lhomme 
denies either the dangers of economic 
ankylosis or the _ possibility that 
there may be some long-run dis- 
advantages in simultaneously increasing 
the need for the services of a profes- 
sional élite and grinding that élite out of 
existence. Neither the danger nor the 
possibility appears at any stage, to have 
attracted his attention at all. This is, 
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let it be repeated, a very good book. 
Had Professor Lhomme paid any atten- 
tion to M. de Jouvenel’s “ Problémes de 
PAngleterre Socialiste” (which docs not 
appear in his bibliography) it would have 
been a great deal better. 


Members of the 
Commonwealth 


THE STATUTE OF WESTMINSTER 
AND DOMINION STATUS. 

By K. C. Wheare. 
Oxford University Press. 
346 pages. 21s. 


HIS new edition of the standard 
book on the effect of the Statute of 
Westminster upon status in the Com- 
monwealth, first published in 1938, is 
timely and welcome. Its general thesis 
is that a fundamental characteristic of 
the constitutional structure of the Con- 
monwealth is not the isolation of strict 
law from convention but the interaction 
and co-operation of strict law with con- 
vention. Much rewriting and revision 
have been made necessary by the con- 
stitutional changes, which have occurred 
within the Commonwealth since 10948, 
and Professor Wheare analyses the signi- 
ficance of the most important of them. 
Allegiance to. the Crown has ceased to 
be regarded as “an essential prerequisite 
of membership of the Commonwealth ” ; 
the rule now is that every member must 
accept the Queen as the symbol of the 
free association of its members. Could 
one cohceive of this rule prevailing if a! 
these members were republics ? Could 
there be a King or Queen without any 
kingdoms ? Professor Wheare points 
out that “it would be rash to conclude 
that so absurd an anomaly could not 
happen in the Commonwealth.” The 
history of this community of diverse 
nations has been one of continuous 
adaptation to meet new circumstances. 
and that history has also shown that 
names are of great importance. The 
new term “Member Status” is very 
little, if anything, more than a new labe! 
on an old bottle, a new name for an old 


Fifth Ed tion. 


thing. “If it was wise to replace 
‘Colony’ by ‘Dominion’ who can 
doubt that it is wise to replace 


“Dominion” by ‘ Realm,’ or by ‘ Member 
of the Commonwealth’ ? ” 

Successive editions of this book have 
maintained that the enactment of the 
Statute of -Westminster destroyed the 
legal efficacy of the provisions prescrib- 


ing the procedure for altering the 
“entrenched sections” of the South 
African Constitution. Mr Wheare 


acknowledges that this view was “ill 
founded.” He now accepts the view that 
although there are no legal limits to 
the power of the Union parliament, the 


first and fundamental question is: 
“What is the parliament of the 
Union?” It is curious that the author 


twice records the fact that South Africa 
abolished all appeals to the Judicial 
Committee of the Privy Council without 
making any reference to the fact that 
several other members of the Common- 
wealth have done the same. 
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American Survey 






iS1 


AMERICAN survey is prepared partly in 
the United States, partly in London. 
Those items which are written in the 
United States carry an indication to 
that effect; all others are the work of 
the editorial staff in London. 


How Broad an Arms Base? 


Washington, D.C. 

INCE his now classic appearance before the Senate 

Foreign Relations Committee at the time of his 
appointment, when his share holdings were the issue, Mr 
Charles Wilson, the new Secretary of Defence, has had very 
little contact with the general public or the press. But 
during recent weeks he and his motor manufacturing 
colleagues in the important civilian positions in the depart- 
ment have given an impression of furious activity. They 
have been turning Mr Truman’s request for a $46 billion 
military budget for the next fiscal year this way and that, 
in an effort to see how it could be reduced, without loss of 
military strength or efficiency, in order to redeem at least a 
portion of the Republican campaign promises. The first 
inkling that the public has had of the direction in which 
Mr Wilson’s mind ts moving has already caused some 
questioning and alarm among businessmen and in Congress. 

The American rearmament programme since the begin- 
ning of the Korean war has been designed not only to 
produce a large supply of finished armaments, both for 
expenditure in Korea or elsewhere and for reserve, but also 
to create the widest practicable “ mobilisation base.” This 
programme has had two halves. One is the expansion of 
raw material production for present military and civilian 
needs, and a further increase in basic capacity to meet the 
still greater demands of total industrial mobilisation if it 
should ever have to come. Except in electric power 
expansion, which is lagging somewhat, the goals are well 
on the way to being met. The other half of the programme 
consists of an expansion of manufacturing capacity for 
weapons and defence equipment. 

The object has been to provide a supply of weapons 
adequate to the needs of the cold war while creating enough 
plants which could go into production in the event of a 
hot one to enable the United States to reach full military 
output considerably sooner than it did in the last war. 
Generally speaking, no American manufacturer is working 
to full capacity on the piece of military equipment he is 
responsible for producing, and orders for a particular gun 
or aircraft have been split between three or four manufac- 
turers, each working at, say, a quarter of capacity so that 
their combined rate of production could be quadrupled if 
necessary. 

This programme has been pursued over the past two 
years as cohérently as any plan of its size could be, and a 
good deal of it is completed—81 per cent of the tax-aided 
facilities for the private expansion of the mobilisation base 
will-have been put in place by the end of 1953. The 
continuance, indeed the extension, of the scheme was 


specifically recommended by the Truman Administration. 


Mr Wilson now seems prepared to question the validity 
of the whole policy. He is reported to feel that too much 
money has gone into the creation of a broad mobilisation 
base and not enough into the actual production of war 
potential. His argument is that, with aircraft and other 
manufacturers operating below their full capacity, the unit 
cost of each piece of equipment is unnecessarily high and 
that it could be reduced by allowing a few firms to produce 
at capacity instead of a number of firms at half or quarter 
speed. 

With the exception of railway wagons, which he feels have 
been overproduced under the government’s encouragement, 
the change of emphasis which Mr Wilson would like to 
bring about refers to manufacturing capacity for arms, not 
to the expansion in the basic industries, and it would be 
accomplished, not by sudden reversals of orders, but 
gradually over a two-year period. His great enthusiasm is 
for the system put into effect by his own company, the 
General Motors Corporation: the “dual purpose plant ” 
in which the military production line rests under dust sheets 
at one side of the factory when full-scale mobilisation is 
not required, while washing machines are made in the centre 
of the building. The order can be reversed. when necessary 
without having to move the skilled labour which, in theory 
at least, is versed in both types of machine tools and 
products. 


* 


At first sight this change in emphasis seems to have s 
number of advantages, even though saving in costs is not 
likely to be astronomical. No one can really tell how 
much more cheaply tanks or aircraft could be made if their 
production were concentrated, and the direct cost of the 
stand-by plant scheme, of just over half a billion dollars, 
is picayune by comparison with the economies of four or five 
billion dollars for which Congress is at present baying. 

But Mr Wilson’s decision, if it really bears the hall-mark 
of the National Security Council’s approval, without which, 
under the new Administration, no policy can be certified as 
genuine, raises certain interesting questions. Does the 
Defence Department really think that the danger of full- 
scale war has receded to a point where the plans for rapid 
industrial mobilisation can be partially dismantled ? - if 
Mr Wilson’s office is working on that assumption, the news 
has not been communicated to other parts of his depart- 
ment. In the second place, it is hard to see how Mr Wilson’s 
thesis that there should be more concentrated armament 
production and greater stockpiling of reserves can be 
reconciled with his own insistence on winning the techno- 
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logical battle by keeping the production of obsolescent types 
of weapons to a minimum. Thirdly, having embarked on 
such an elaborate programme, is it wise 10 change now ? 

There_are other risks in this plan against which Mr 
Wilson’s not very highly developed political sense may 
ae: given him warning. Any plan to concentrate 
pieduction inevitably favours the largest firm, which may 
well, in many instances, be General Motors, whose identity 
with the national interest, in Mr Wilson’s view, is already 
well known. The Senate Armed Services Committee has 
already expressed alarm about the amount of industrial 
concentration that would be involved and the whole net- 
work of lobbies maintained by small business may rise up 
to smite Mr Wilson. Not even Mr Wilson’s fellow auto- 
mobile manufacturers support him unanimously, On 
Tuesday Mr Harold Vance, the president of the Studebaker 
company and a consultant to the Office of Defence Mobilisa- 
tion, advocated the extension of industrial capacity for arms 
manufacture as being, in the long run, cheaper and more 

effective than the stockpiling of weapons. 
“ Moreover, any change of policy that envisages economies 
through the leasing of government stand-by plants to private 
business will founder at this moment on the fact that the 
manufacturers of durable goods—the only ones who would 
want this kind of plant—are entering an intensive buyers’ 
market and are seeking to draw in their horns rather than 
extend them. To take orders away from engineering firms 
might even start a noticeable chain reaction in the economy. 

Logically, any decision to narrow the American mobilisa- 
tion base would mean a restriction of “ offshore produc- 
tion” in Europe. This has been largely rationalised to 
Congress in the past as an extension of the American 
mobilisation base. However, the present plans call for an 
expansion rather than a reduction of armament projects 
underwritten in dollars, partly because to an Administration 
which, whatever its slogans, still realises the need for con- 
tinuing aid, offshore purchases represent the most accept- 
able way of both giving and receiving it. 

How large a part Mr Wilson’s ideas will play in the 
development of the budget is not yet clear. Certainly, if 
the Administration does not cut $4 billion or more from 
the budget Congress will, and clearly the arms programme 
is due for the second big “stretch out” since it began. 
It is generally assumed that a truce im Korea would bring a 
reduction in the next fiscal year of $2 billion in the $5 billion 
annual cost of the war, through economies in ammunition, 
shipping and the turnover in servicemen. The danger is 
that Congress will deliberately use a truce in Korea to justify 
lowering the objectives of the main American rearmament 
programme itself. Mr Wilson will have to stand up for the 
decisions of his predecessors instead of advocating his own 
nostrums if he is to prevent this happening. 


Daughters of the Revolution 


Washington, D.C. 


ar comes rather suddenly to Washington. The 
first half of March is usually cold and bleak, but, in 
the second half, there will be two or three warm days and, 
almost without warning, magnolias are in bloom. A week 
or two later come the famous cherry blossoms which have. 
now become one of the most important assets of the capital’s. 
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tourist trade. If the full financial benefit is to be realised, 
therefore, the date of the festival in their honour must be 
announced months before anyone knows whether the trees 
themselves will be able to play their part. A long spel! o/ 
cold weather may retard their growth and, when the great 
day comes, they may be only in bud ; an unforeseen absence 
of frost can, as it did this year, bring them out a week before 
they are wanted. When that happens they are sprayed 
with hormones, a trick that is supposed to keep the petals 
on the branches. No sooner are the cherry blossoms -for- 
gotten than the orchids appear, orchids proudly borne on 
the bosoms of the Daughters of. the American Revolution. 

The National Society of the Daughters of the American 
Revolution, whose 62nd Continental Congress will begin 
next Monday in Constitution Hall—a structure which is a 
part of their $7 million headquarters and which is devoted. 
for the rest of the year, to tripping up ballerinas and driving 
the conductors of symphony orchestras to despair—wa:s 
founded in 1890 by four women who had, in the words of 
the present President-General, “ three objectives in mind, 
historical, educational and patriotic.” The first of these 
has, over the years, resulted in 


the acquisition and protection of historical spots . . . the 
encouragement of historical research in connection with the 
Revolution .. . the preservation of documents and relics . . . 


and the promotion of celebrations of all patriotic 
anniversaries. 


The climax of this endeavour will be reached this year 
when, two days before the Daughters meet in Washington, 
they dedicate the Memorial Bell Tower at Valley Forge. 

There are now over 176,000 members of the socicty. 
membership of which is open, on reaching the age of 18 
to all direct lineal female descendants of “a soldier 01 
patriot who assisted in achieving American independence 
during the Revolutionary war.” They paid over $300,000 
in subscriptions last year, but most of their activities are 
financed by special funds. They have two schools of their 
own and approve and support another twelve which 


must be definitely for underprivileged boys and girls who 
otherwise would not have_an opportunity for education ; 
or for the Americanisation of foreign-born students or 
students of foreign parentage. 


Their Manual for Citizenship is now printed in 19 
languages for the benefit of immigrants. 

But important as are the activities of the Daughters in 
the historical and educational fields, in these sad times it is 
to the last of the three original objectives, that of fostering 
“true patriotism,” that most of their energy must be given. 
The society was, therefore, particularly gratified last year 
when it received a Certificate of Award from the Freedom 
Foundation “ for outstanding achievement in bringing about 
a better understanding of the American Way of Life in 
1951.” 1951 was a year in which the American Way of 
Life was, in the view of the Daughters, at a rather low ebb 
and, although they are a strictly non-partisan organisation, 
they will no doubt feel when they meet on Monday that 
the Republic is more secure than it has been in the lifetime 
of some of the younger members. and thata little relaxation 


of vigilance is henceforth permissible. It is not only that 


they have an especial affection for Generals (the welcome 


memory of Washingtonians), but. also 
that they secognise tha, as one of the distinguished. goes 
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speakers said last year, “our form of government ” has been 
“ diluted from the original concept prevailing until the 
nineteen-thirties.” 

The same speaker warned them, perhaps unnecessarily, 
against listening to the “ eager-beavers ” who would stream- 
line government “ so that it could render more prompt and 
nore efficient public service.” That was, the speaker pointed 
ut, the road to tyranny and the end of elections. He went 

In the hands of totalitarians elections are neither free nor 
frequent. I call to witness Italy under Mussolini ; Germany 
under Hitler ; Russia under Lenin and Stalin; and, last 
but not least, England under the socialists . . . England and 

e other misnamed “ democratic governments.” 


00 Hoo! Boys! Are You Displaying The Flag Properly?” 





Herblock in the Washington Pest 


In 1919, when Woodrow Wilson was President and the 
League of Nations was in the air, the Society organised an 
“ Americanism Committee ” and today, as its annual report 
sadly admits, this committee is “ far more important” than 
it was 34 years ago. Evidence of this can be found every- 
where. The President-General of the National Society of 
Sons of the American Revolution, bringing the fraternal 
ercetings of his less famous organisation in 1952, reminded 
the ladies that me 

on February 29th of this year President Truman approved 

Public Law Number 261, which designated September 17th 

as “ Citizenship Day.” This Act apparently kills “I Am 

An American Day.” We ask, afid I hope that you ask, why. 

Will the next move be to call it * World Citizenship Day ”? 
The Daughters are particularly alive to this peril and resolu- 
tion § im 1952 reiterated “their opposition to any attempt 
to bring about through the United Nations or by any 
other medium a world government or a partial world 
government.” =. 
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This was not the only evidence of their alertness. For 
example, Resolution 13 condemned the circulation of 
Unesco booklets as “ unAmerican propaganda,” and Reso- 
lution 7 opposed the Genocide Convention. But last year 
also produced two new resolutions of unusual importance. 
One was the result of some careful research among suspect 
organisations by one member who discovered that “the 
International Monetary Fund has stated that the United 
States has been losing gold at the rate of $2 billion a year,” 
and demanded a count of the stocks in Fort Knox to see 
what Mr Truman had been up to. The new Administration 
has now obliged, as part of the official procedure of taking 
over the government, and has reported that all of the 
86,000 gold bars are present and of the prescribed weight 
and quality. : 

The Daughters have a special Committee on the Correct 
Use of the Flag which was responsible for the second 
novelty, Resolution 2, perhaps the most important achieve- 
ment of the year. It reads: 

Whereas, on, April 10, 1952, at the United States Navy 
Yard, Norfolk, Virginia, when Admiral McCormick opened 
Headquarters for the new Supreme. Command, Atlantic 
(Nato), the Stars and Stripes was hauled down from the 
staff at US Atlantic Fleet HQ and a flag of blue and goid, 
the emblem of the new command, was “ broken out”; 
Resolved that the National Society request the Congress to 
investigate and determine on what authority the emblem of 
our National Sovereignty was surrendered on United States 
territory and to restore and keep the Flag of this Nation 
supreme in our own land. 

The interest of these indefatigable ladies does not step 
at Norfolk, Virginia. It extends all the way to Antarctica and 
in Resolution 31 they decided that 

the United States should by all logic be entitled to its share 
of this territory and [they urge} Congress to take immediate 
steps to establish the rightful claims of the United States 
to this region of Antarctica. 


During the five days they are assembled in Washington 
the members of the Society have necessarily to devote 
most of their time to the affairs of the organisation itself 
and the ramifications of its various committees and special 
undertakings. . But they always find-time to hear from 
others, particularly members of Congress, who also have 
the interests of their country at heart and whose hearts 
are in the right place—far to the right. 


American Notes 





Well-Informed Circles 


T may be symbolic that Mr John Foster Dulles has gone 
] to Duck Island, his Canadian retreat, after his “ back- 
ground” press conference which became front-page news 
and provoked the carefully phrased repudiation of the White 
House. At this meeting with eighteen reputable journalists, 
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Mr Dulles gave the impression that the United States was 
thinking seriously of asking the Communists at the hoped- 


for peace conference to accept a division of Korea at the . 


waist, some hundred miles north of the present battlefront, 
and less seriously about a United Nations trusteeship for 
Formosa as part of a general Far Eastern settlement. 

The possibility that General Chiang Kai-shek might be, 
in effect, once more neutralised, and the aim of a united 
Korea abandoned caused great indignation among the 
Republican adherents in Congress of both the Generalissimo 
and Dr Syngman Rhee. Mr Knowiland, now the chairman 
of the Republican policy committee, who won the gratitude 
o the Administration over the Bohlen appointment, pro- 
tested ; and the White House promptly denied that the 
published views represented settled American policy or that 
a trusteeship for Formosa had ever been considered. The 
impression that is left is that, although Mr Dulles may 
propose, it will be the President and the National Security 
Council who make the final decisions on foreign policy. 

Mr Dulles and the President may not have been pre- 
pared for the immediate crop of almost identical stories in 
the press, which clearly pointed to a single highly placed 
inspiration and made it only a matter of time before his 
name became known. They can also complain that some 
accounts presented Mr Dulles’s ruminations as settled 
policy. But the Secretary of State is too old a hand at 
press conferences not to have appreciated that, under the 
etiquette of a background briefing, the journalists would 
feel free to report what he said as long as they concealed 
his identity. It is hard to believe that Mr Dulles was 
not attempting to break through the frozen surface of 
Republican policy on the Far East, or at least testing the 
thickness of the ice. The effect, inside the United States, 
however, has been to make the Secretary of State seem 
inept, and he may think twice before attempting another 
similar reconnaissance by press conference. 


First Fruits from the Treasury 


HE 3} per cent bond issue, with a 30-year maturity, 

which the Treasury put on the market last Monday, 
has an importance out of all proportion to the amount of 
cash it is intended to raise—$1 billion—although the com- 
parative smallness of the issue is one of the important things 
about it. It is not only that this is the first time that new 
money has been raised since the Treasury came under 
Republican control, but also that the money is being raised 
by the first long-term issue since the war years and one 
bearing a higher interest rate than any issue since 1934. 
The new Administration’s promises—to check inflation by 
indirect monetary means rather than by direct economic 
controls, and to reorganise the structure of the public debt, 
now concentrated in short-term issues—are already bearing 
fruit. 


If the new bond’s long-term precedent can be followed ” 


in future issues, then the Treasury will gradually be relieved 
of the frequent refunding operations that have hung over 
both it and the market in recent years, and the Federal 
Reserve system will no longer be hampered in its regulation 
of the: flow of credit by having to safeguard the market 
for government operations. Long-term issues have the 
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further advantage, in an inflationary period, that they do 
not add appreciably to the volume of credit, since they 
do not appeal to banks. The new issue is intended for 
institutional investors, such as insurance companies end 
the managers of pension funds ; commercial banks are not 
allowed to subscribe more than § per cent of their deposits, 

The objection to long-term bonds, from the taxpayer's 


SECURITY YIELDS 


meme Cor porete Loo Bonds 

orm US. Government Bonds 
Commerciel Paper 

waeeeene Treosery Bills 


Morthty Averoges 
i JMM SSN IMM ISN UM 

1945 46 ‘47 ‘48 ‘49 ‘50 

Source : Federal Reserve Board, 
point of view, is their cost, but under present conditions 
34 per cent, a full half-point above any other outstanding 
marketable government bond, was generally agreed to be 
the lowest rate at which the new issue could be a success. 
The smallness of the issue shows, however, that the 
Treasury is only testing the market in preparation for the 
next time that it needs new money. This will not be 
until after the fiscal year ends on June 30th ; the $1 billion 
from the present issue and another $1 billion, to be raised 
by increased offerings of 91-day bills, will provide enough 
cash for the next few months. 

The 3} per cent rate of the new government bonds will 
have the directly deflationary effect of pushing up already 
rising interest rates for other types of borrowing, and »will 
thus help to check the current growth of credit which 
many observers (including Treasury officials) feel is becom- 
ing excessive. But a check on this expansion of credit, 
particularly. of mortgage and instalment loans, combined 
with the uncertainties of the international situation, may 
hasten the downward adjustment of the economy. If so, 


. the time for the Republicans’ hard money policy may 


already have passed before the Treasury again needs to raise 
new funds—and then the flexibility of the new Administra- 
tion will be put to the test. 


New York Takes its Medicine 


HE long and bitter dispute between Mr Dewey, the 
Republican Governor of New York State, and Demo- 
cratic New York City over the city’s financial troubles has 
all but ended in a victory for Mr Dewey’s unpalatable 
measures. The Governor’s chief demand is that fares on 


pa 
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the public transport system should be increased at least 
enough to cover the operating deficit, which makes so big 
, hole in the city’s pocket ; his plan is to transfer the system 
-o a new authority which would be required to make ends 
meet. The budget which Mr Impellitteri, the Mayor, has 
just submitted to the Board of Estimate is built on the 
:ssumption that the city will not have to meet the estimated 
$47 million transport deficit, and that it will receive the 
new $50 million in property taxes authorised by the state 
legislature only.on condition that the transport deficit is 
eliminated. To defy Mr Dewey, the Mayor sadly pointed 
out, would require a $97 million cut in the city’s services, 
omething which would turn New York into a “ ghost 
town.” The budget totals over $1.5 billion, and is second 
only to that of the federal government, but New York 
carries the heaviest burden of fixed charges of any city, 
thanks to its liberal pension policy and its heavy debt. 

Although the city seems to have no choice, it is not yet 
certain that the Board of Estimate will accept the inevitable. 
Mr Rudolph Halley and Mr Robert Wagner, both possible 
candidates for Mayor in next autumn’s elections, have 
declared war on both Mr Dewey and the unfortunate Mr 
Impellitteri. They want to preserve the ten-cent fare as a 
Democratic vote-getter. For more honourable reasons Mr 
Joseph, the Controller, who holds the balance of power, is 
undecided ; he feels that the details of the transport transfer 
are unfair to the city. However, under the law passed by 
the state legislature, the transfer must take place by June Ist 
if the city is to collect its mew taxes and, under the City 
Charter, the budget must be accepted by June rsth. 

The irresponsibility of the city leaders is said to have 
been an important factor in Governor Dewey’s decision to 
create a commission to examine the desirability of a city 
manager for New York. The first report is expected in 
June. The city cannot be forced to accept its recommenda- 
tions. But a very similar plan has been proposed by the 
Mayor’s Committee on Management Survey, a group of 
experts who have been examining New York’s problems 
for three years at a cost of over $2 million to the city. 
The committee concludes that a Director of Administrat?on 
should be appointed, under the Mayor, to overhaul archaic 
practices and run the city in a business-like way. Less to 
Governor’s Dewey’s liking will be their conclusion that the 
city, as it has always argued, deserves more financial aid 
from the state. 


Pressure on Standards 


A? first sight the forced resignation of Dr Allen Astin 
as head of the Bureau of Standards seemed to be 
merely another example of the desire of incoming Repub- 
lican administrators, in this case Mr Sinclair Weeks, the 
Secretary of Commerce, to choose their own subordinates. 
But, quite apart from the fact that the Bureau of Standards, 
the government’s principal agency for scientific research 
ind testing, is hardly a suitable place for political patronage, 
it now appears that Dr Astin’s resignation may be the 
result not of political, but of commercial, pressure and that 
Mr Weeks may have encroached on the fundamental prin- 
ciple of scientific impartiality and integrity. It is not 
surprising, except perhaps to Mr Weeks, that a swarm of 
scientists are buzzing around his head. It may need more 


to quieten them than the thorough evaluation of the bureau 
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and its functions that he has asked a group of them to 
undertake. 

The immediate question is whether a particular chemical 
additive, AD-X2, lengthens the normal life of storage 
batteries in cars and elsewhere. The Bureau of Standards, 
after prolonged tests, decided that it was of no value. Other 
tests seemed to the Senate Small-Business Committee, to 
which the manufacturer had appealed, to indicate that his 
product was satisfactory and a number of people, including 
Mr Weeks’s own firm, have found it useful. Mr Weeks 
therefore decided, for this and other unspecified reasons, 
that Dr Astin should resign, and added that the bureau had 
not been “ sufficiently objective ” in its tests. 

This phrase apparently referred to the contacts which 
men employed by the bureau had had with firms making 
storage batteries, who would not welcome a favourable 
report on AD-X2. The implication that scientists, who 
have been glad to work for the bureau at salaries less than 
they could have earned in industry, were influenced in 
their reports by such contacts is naturally regarded as 
insulting. So is Mr Weeks’s readiness to accept the verdict 
of outside research organisations rather than that of his 
own highly esteemed officials, whose tests were more com- 
prehensive even if less pleasing to the manufacturer. 

In discussing the matter, Mr Weeks said that more 
attention should have been given by the bureau to “ the 
play of the market place,” evidently meaning that if cus- 
tomers can be found for a product, the manufacturer should 
not be prevented from selling it by the government, pro- 
vided ‘it is not dangerous. This is perhaps the most 
controversial aspect of the dispute, for it calls into question 
the powers to regulate industry and protect the consumer 
which have been given to the Federal Trade Commission 
and other agencies by Congress. The Bureau of Standards 
came into the matter only because the Commission asked it 
whether the manufacturer of AD-X2 was justified in his 
advertising claims—and the bureau decided that he was not. 


Atoms for Civilians 


HE President will shortly ask Congress to amend the 
Atomic Energy Act so that private firms can share in 
the development of atomic energy for peaceful purposes, 
primarily the production of electric power. The ending of 
the present government monopoly was recommended by the 
National Security Resources Board last year while Me 
Truman was still President, and the problems involved 
have been studied ever since, so that it is not a party 
matter. But the present Administration naturally takes 
particular pride in opening new vistas to private enterprise 
and welcomes, especially at this moment, the chance to 
show its interest in the peaceful potentialities of the atom. 
The Atomic Energy Act of 1946 gave the Atomic Energy 
Commission sdle power to. own, produce, and distribute 
fissionable materials, as well as authority over all atomic 
information and the right to take over any privately 
developed processes. The suggested amendments would 
give private interests the right, under government licence, to 
possess critical amounts of uranium 235 (quantities large 
enough to produce an explosion) ; and the right to produce 
plutonium ; permit the government to enter into long-term 
contracts to buy privately produced plutonium, and give 
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firms certain patent rights in new processes which they 
develop. This’ last concession is necessary. if private 
research is to be encouraged and corporations are to invest 
their own funds in discoveries they make, but it is expected 
that the government will have the power to require patents 
to be shared if this is in the national interest. 

The right to produce plutonium must be granted because 
it is the end-product of the processes used to produce heat ; 
firms could not produce electric power without also illegally 
creating plutonium. Most of the industrial teams which are 
designing their own reactors count upon government 
purchase of this plutonium, which is used at present in the 
manufacture of atomic weapons, to make their own opera- 
tions pay, at least at first. 

Although it is now technically possible to build an 
atomic-powered electric plant, the day when electricity from 
the atom will be produced in commercial quantities at com- 
petitive prices is thought to be ten or even fifteen years 
away. Both the atomic submarinté engine developed at 
Arco, Idaho, and the new homogeneous reactor at Oak 
Ridge creaté-only very small quantities of power at a cost 
uneconomic for private enterprise. In size, the reactor being 
designed for an aircraft carrier by the Westinghouse Electric 
Corporation is more like what will be needed for commercial 
electric power. But the cost of atomic power is still, 
according to the Atomic Energy Commission, more than 
twice as high as that from coal or hydro-electric plants, 
private experts think the difference is much greater. If 
Congress decides to raise the atomic curtain, it will be up 
to private enterprise to make power from the atom an 
economic supplement to present power sources and demon- 
strate that excessive secrecy has been the enemy, not the 
ally, of progress and security. 


Oil in the Anti-Trust Machine 


HE announcement by the Attorney General that the 
alleged world oil cartel is to be sued for civil damages 
implied that the Administration will ask, and will probably 
get, permission to drop criminal charges when the grand 
jury investigation of the international activities of these oil 
companies is resumed at the end of the month. Mr 
Truman’s Attorney General made a similar offer in January, 
which was angrily rejected by the leading American oil 
companies—the Anglo-Iranian and Royal Dutch-Shell com- 
panies are also involved in the case—because the condition 
of the offer was that they should agree to produce in the 
civil court all the documents that they had been fighting 
to keep from the grand jury. This time the State, Defence 
and Justice Departments. and the Central Intelligence 
Agency are to decide whether the national security will 
be endangered by the production of records of the com- 
panies’ international negotiations, with a final decision from 
the President if the departments disagree. Both he and the 
Cabinet have endorsed, “ in view of existing world tension,” 
the move to enforce the anti-trust laws against the alleged 
petroleum cartel by civil instead of criminal proceedings. 
The main difference is that the companies would no 
longer be liable to conviction for crime, with their officers 
in danger of jail sentences. Such charges would hamper 
them seriously in their relationships with Middle Eastern 
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governments and might jeopardise the free world’s jj 
supplies, especially if other governments, the Vene? clan 
for instance, were thus given an excuse to folloy the 
Iranian example and nationalise their petroleum indu::ries 
If found guilty in a civil suit, the companies would pro)ably 
be required, by court order, to “cease and desist” f:om 
illegal practices ; but these suits are frequently settled by , 
consent decree, agreed by both sides. Such a decree may 
save years of judicial proceedings, and also thousan.. of 
columns of publicity, both of which it is particularly de«jr- 
able to avoid in this case, with its international implications. 

If, as seems almost certain, the new Administration has 
been prevented from dropping this. case entirely, a: its 
foreign and defence advisers might have preferred. by 
domestic political considerations, then there is little |ikeli- 
hood that many of the other pending anti-trust suits can be 
dropped. For if charges against the major petroleum com- 
panies appeal to independent oil producers, other «mall 
businessmen welcomerattacks on the du Pont Company and 
General Motors..Corporation—and it would be espe. 2|ly 
invidious: to abandon this case because President Fscn- 
hower’s Secretary of Defence is concerned in it. To drop 
the suit against the big grocery chain, the A. and P. 
company, might alienate the votes of housewives who think 
they are. being overcharged. It is the same with nearly ail 
the 130 or more anti-trust cases which the last Administra- 
tion had begun and from which the firms charged had hoped 
to be freed by.a business-loving Republican Administration. 
But for many of them, as for the oil companies, a consent 
decree may provide a way out, 


. SHORTER NOTES 


The Republicans’ concern with the 1954 Congressional 
elections is evident in their selection of Mr Leonard Hall 
of New York as the new chairman of their National Com- 
mittee. Mr Hall, who served seven terms in the House 
of Representatives and was the chairman of the Republican 
Congressional Campaign Committee last year, will have the 
difficult task of increasing the present narrow Republican 
majority in an “ off-year,” when there is no presidential 
election and when the party in power is usually expected t 
lose some seats. 


* 


As had been generally expected, Mr George Kenna. 
the State Department’s greatest expert on the Soviet Union. 
is to retire to private life and will probably go into academic 
work. If Mr Dulles had any desire to find a post for the 
man who had inspired the Truman policy of “ containing ” 
Russia, it was discouraged by the difficulty of getting the 
Senate to approve the appointment of Mr Charles Bohlen 


another close associate of Mr Acheson’s, as Ambassador to 
the Soviet Union. es 


* 


Baby shoes that grow with the wearer are now being 
_ marketed in New York. Made of sturdy washable cloth. 
the shoes have soles which come up over the toes and snap 
down ; there are two snaps to allow adjustment for growth. 
at the instep. 
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Smiled the Chief Accountant. 


'The Chairman looked almost alarmed 
when I gave him the figures. "Those are three weeks too 
soon to be trustworthy" said he. When I convinced him 
he asked "Have you suddenly become a genius?" 
‘It’s a possibility to be considered with cautious optimism’ 
I told him, but he knows as well as I do a lot of 
the headache has gone out of our accounting system since we 


installed the Powers-Samas punched card system', 


There is a range of Powers-Samas machines for every type of business, 


POWERS-SAMAS 


Powers-Samas Accounting Machines (Sales) Limited, Powers-Samas House, Holborn Bars, London, E.C.1, 
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The World Overseas 
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Egypt and Middle East Defence 


FROM A CORRESPONDENT IN CAIRO 


HE British Government’s announcement that discussions 
- on outstanding questions between Britain and pt 
will open shortly in Cairo does not alter the fact that Egypt 
will not negotiate the Canal Zone question and the Middle 
East defence plan simultaneously. If the British Govern- 
ment has any lingering doubts on this matter it would be 
wise to abandon the hope now. Rightly or wrongly, the 
present leaders of Egypt believe that the country was 
behind the Wafd in its rejection of the original proposals 
for regional defence in October, 1951 ; and they are not 
prepared to force upon the country something which the 
Wafd rejected. 

Nor will they be prepared to negotiate back-stage a kind 
if Middle East defence system in relation to the Suez Canal 
base. Their reason for this is twofold: in the first place 
they do not believe it would be possible to keep the matter 
in the background, and, secondly, they have not yet so far 
imbibed the authoritarian doctrines which go with some of 
their methods as to be willing to go against what they 
believe to be public opinion. They will tell anyone who 
asks that they could force on their own people a settlement 
f both issues ; but, they say, in the long run it would 
be valueless. 

The Egyptian leaders argue somewhat in this fashion. 
The original Middle East proposals were very humiliating 
in their form and presentation and have been discredited in 
Egypt and everywhere in the Arab Middle East. It is use- 
less, they believe, to try to convince the Egyptians that 
Russia is the main enemy when they have been brought 
up to believe that the“ British usurpers ” are the immediate 
enemy. Elsewhere in the Arab world, the view is reinforced 
by the Palestine question, ‘The Arabs find it difficult to 
accept the idea that they must join a pact directed essen- 
tially against the threat from Soviet Russia while they feel the 
western powers are the mainstay of Israel. The Egyptian 
leaders bolster their own arguments with the Palestine issue 
but without féeling it acutely. To them, the issue at hand 
is the Canal Zone and British occupation of it. They are 
prepared to believe there might be a change in Egyptian 
opinion if evacuation was accepted and executed by Britain ; 
but they are unwilling to anticipate that change of heart. 

The Arab states tend to think Egypt goes too far in this 
matter. They believe that the new dministration. in the 
United States might help them to improve their situation 
vis @ vis Israel and may be discouraged -by too rigid an 
Egyptian attitude towards the Canal Zone. It is for this 
reason, mainly, that the Levant press-has-been encouraged 


‘to complain of the independent policy which Egypt is 
- pursuing. Furthermore, the Arab states want to be strong, 
‘and they feel that if the Canal Zone base can be maintained 
‘om terms which could be a¢cepted as evacuation by Egypt, 
.that base-could be the cornerstone of Arab military strength. 


Then Israel will be forced in time to be’ reasonable. 

It is at this point that Egyptian leadership may meet that 
of the other Arab states ; for whereas the Egyptian leader. 
rule out any discussions of Middle East defence, they do not 
by that mean a vacuum. The Army leaders insist that they 
are realists who will agree to terms concerning technicians 
which will ensure the continuing efficiency of the base. 
From this they deduce that if Britain is sincere in its desire 
to negotiate a settlement and does not want to cloak con- 
tinued “occupation” by thousands upon thousands of 
technicians, a settlement can be reached. How many tech- 
nicians will be needed, they say, must depend on detailed 
discussions betweefi army experts of both countries. 

They presume, of course, that the whole Canal Zone 
base and more or less everythng in it will be Egyptian, 
and therein lies the difficulty of the British Government. 
It is no easy matter for Mr Eden to go before the House 
of Commons with proposals which involve British evacua- 
tion and the handing over of base: installations worth 
hundreds of millions of *pounds, without any advance 
guarantee that they will remain within the orbit of western 
defence arrangements. 

The Egyptian leaders say that this argument against their 
claims is not well founded. Obviously the base would 
naturally stand to the advantage of Egypt’s friends. It 
would, they say, encourage a growing friendship in the 
economic and military co-operation which it would foster. 
They contend that the obvious weakness of the Middle East 
is an objective fact of more value than all paper guarantees. 

In short, they see Middle East defence growing from 
the co-operation of Egypt with its friends and then by the 
co-operation of the Arab states with Egypt and its friends. 
The Arab states would be strengthened to create air bases 
of their own, so that the whole mechanism of regional 
defence would steadily be built up without any conflict 
developing on nationalistic grounds. This mechanism 


would stand “at the ready.” Perhaps, in time, it would 
be formally dovetailed by the Arabs themselves into the 
‘eastern Mediterranean system that Turkey, Greece and 
Jugoslavia are creating. 

Whether the Chiefs of Staff or the Pentagon would 
consider such a vague prospect as of value to them is open 
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to doubt. It is presented here as an Egyptian leader might 
privately present it. In essence, it means recognition that 
some system of regional defence is necessary but that it 
cannot be negotiated from above. It must be, as it were, 
of indigenous growth and the guarantee of its purpose 
would lie in the fact that only with the help of friends 
could the Egyptians plant and sustain it. 


Shopping Under Malenkov 


N the first days of April the new Soviet regime must 

have gained much popularity among its consumers, 
The housewife who went shopping paid half the former 
price for potatoes, vegetables and fruit and from ten to 
twenty per cent less for other main foodstuffs. Prics 
reductions for clothing, footwear, household and other con- 
sumer goods ranged from 5 to 2§ per cent. In the current 
year the cuts should allow consumers to save 46,000 million 
roubles in their purchases in state retail shops. This lower- 
ing of consumer prices was certainly a wise move, but it 
was not a radical departure from precedent, like the amnesty 
or the volte-face over the “ doctors’ plot.” On the contrary, 
in this respect Stalin’s successors have only administered 
a stronger dose of a favourite medicine. This is the 
sixth consecutive price reduction since the monetary reform 
of 1947. 

By this method the planners have been passing on to 
the consumers at least a slice of the growing national income 
and have been —* their standard -of life from the 
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appallingly low wartime level. The biggest cut came in 
-1950—when the success of the last Plan was assured. Then 
the annual saving from purchases in state shops was 
officially estimated at 80,000 million roubles and the prices 
of light industry products were affected as well as food- 
stuffs. In the following two years only the prices of 
foodstuffs were reduced and the saving amounted to 27,000 
million and 23,000 million roubles respectively (it must, 
however, be remembered that each new cut is applied to a 
lower price level). Now the saving is doubled and the 
products of light industry are once again included. 

A cut in prices need not necessarily mean a corresponding 
increase in consumption. Both prices and supply are deter- 
mined by the planners. A reduction in consumer prices is 
normally carried out through a cut in the turnover tax on 
that commodity. This sort of purchase tax—falling almost 
exclusively on consumer goods—is the main source of 
budgetary revenue ; it brings in about half of the total, By 
linking the expected yield of the turnover tax with the 
“ saving ” it is possible to estimate how much the planners 
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intend to boost oneengenen But the budget for 1953 js 
still to come, 

Unfortunately it is not peedble to evaluate the Soviet 
standard of life on the basis of current prices because so 
little is known about the level of wages. The Russians 
have ceased to provide data on the wage fund and the 
average wage. Still, from the evidence available as w.|| as 
from the alternative method of measuring average cons. inp- 
tion, it appears clearly that the purchasing power of the 
Russian town-dweller has been rising steadily and is now 
greater than it was before the war. Progress is most m.i ‘ed 
in the case of foodstuffs. The Russian now consumes inc om- 
parably more than his wartime starvation diet and, with 
the exception of meat, considerably more than before ihe 
war. He has been promised a rise in real wages by about 
one-third in the current quinquennium, and since {ood- 
stuffs still account for the bulk of his expenditure, he looks 
like getting it, 

It is logical that price reductions and increased supp! 
have been mainly concentrated on foodstuffs, since bot! in 
the period of reconstruction and that of the cold war the 
development of food production was less of a drain on 
scarce resources. Last year’s successful harvest should by 
itself ease the task of supply, and if any substantial prog:css 
is made towards the exacting goals set for agriculture in ‘lic 
current Five-Year Plan this should allow a very great im- 
provement in food supplies. 

With industrial consumer goods, however, the solution is 
more difficult. In the years preceding the war the hard- 
working Russian was getting the first benefits from the 
planned industrial revolution that he had carried throuzh 
and was promised much more for 1942. The war shattered 
these hopes and reduced almost to nothing the supplics of 
industrial goods to the civilian population. By 1950-5! 
the prewar level of consumption was roughly restered ani! -- 
taking into account the growth of population—the Russian; 
are promised for 1955 what they were already promised 


before. 


A Break With Stalinism 


It is in this field that unqualified comparisons with the 
West are most unfavourable to Russia. The economic mig!it 
of the Soviet Union has grown tremendously in recent yeai 
By 1955 even its per caput production of coal or electrici\y, 
steel or engineering will be comparable with the prew. 
output of many of the older industralised states. The pc! 
caput output of light industry, however, will still lag behiod 
that of Third Republic France or Weimar Germany 
The rapid expansion of basic production required heavy 
investment and the neglect of the immediate needs of the 
consumer. 
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UARTERLY ECONOMIC REPORTS’ are now available o: 

nearly seventy countries. These reports give infor 
mation and opinion on matters of concern to exporters 
and investors; they are concise and have comprehensiv: 
statistical sections, .A descriptive leaflet may bé obtain« | 


from The Economist Intelligence Unit, 22 = Street, 
London, S.W.1. 
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jt would be idle to suppose that the average Russian 
:hinks on these lines. He does not look beyond the curtain 
and through the official channels he is not told that his 
English or American counterpart gets, say, three pairs of 
shoes for his one, but only that the level of- consumption 
n the West is mot rising at the same pace as his own. 
Besides: looking backwards, he must conclude that two 
pairs of shoes every three years is better than one pair every 
year and certainly much better than walking barefooted. 
Napoleon used to argue that he feared nothing but hungry 
Paris. Malenkov and his associates may take comfort in 
the fact that the Muscovite, and the other Soviet town 
dwellers, are now better off than ever before. 


This is only one side of the story. Stalinism was largely 
the product of this need to peg down consumption. Camps 
s well as the curtain were Stalin’s reply to real or potential 
discontent, The new rulers, however, have started their 
reign as if it were their intention to purge Stalinism of its 
worst features. They released prisoners and attacked the 
secret police. Yet, to maintain themselves in power with 
less coercion they will have to think more of the material 
needs of the population. They will also need more indus- 
trial consumer goods if they intend to carry out reforms 
“on the path to Communism,” particularly if they want to 
put into effect in the near future and without force the 
distant plan outlined by Stalin for the countryside—namely, 
the transformation of exchange relations between town and 
country into planned barter relations. But can the new 
rulers in the Kremlin afford partly to restore the balance 
between the development of heavy and light industry ? 
With the powerful economic basis at their disposal even a 
small shift would pay handsome dividends. 


Nigerian Set back 
FROM OUR CORRESPONDENT 


HE Nigerian house of cards has collapsed. Fifteen 
months ago the central Council of Ministers was set 
up with infinite care and patience undef the new constitu- 
tion. For fifteen months it has led a stormy but not 
unconstructive existence. But now four ministers have 
resigned—those from the Western Region, all members of 
Mr Awolowo’s Action Group party, who with four 
colleagues from the east, four from the north, and six 
official members, formed the “Cabinet,” under the 
Governor’s presidency. Whether, or how, another com- 
plete Government can be formed is uncertain. The “ daily 
miracle” is over ; and if ever the work of rebuilding confi- 
dence can be resumed it will only be in far more difficult 
circumstances than before, This is the most serious setback 
British policy and Nigerian unity have yet had. 

The occasion of the breakdown was unexpected. Shortly 
before the House of Representatives was due to complete 
its budgetary session, a private member's motion on self- 
government came up for debate. The northern members 
would not toe the line in setting 1956 as the target date ; 
one of its members suggested an adjournment; in great 
excitement other members from east and west protested 
and walked out ; the .two party leaders, Awolowo and Zik, 
forgot the past and embraced; the western ministers 
ee But this brief account leaves out too much— 
everything, in fact, that makes the crisis intelligible. 
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What really did happen ? It seems that Mr Awolowo’s 
Action Group was predetermined to force to an issue the 
timetable for British withdrawal, and had made up its mind 
to have a showdown with the north, which is just as hostile 
to continued British “ imperialism ” as the south but sees no 
reason to exchange British for southern Nigerian domina- 


tion by premature “independence.” [Either way Mr 
Awolowo stood to gain. If they refused to accept his date, 
he would still stand out as the champion of Nigerian 
freedom ; if they agreed, it would be a major triumph for 
him. After various manceuvres, a motion for debate was 
put down by the assistant secretary of the Action Group, 
that “this House accepts as a primary political objective 
the attainment of self-government for Nigeria in 1956.” In 
other words, let battle begin. 


The first round was fought in the Council of Ministers. 
When the prospect of a debate was discussed there—and 
what happened has been very fully revealed by one of the 
western ¢X-ministers—it was questioned “whether the 
debate ona motion which set out to establish a target date 
for self-government would help or hinder the progress of 2 
united Nigeria towards that unanimously agreed objective.” 
To avoid public demonstration of the rift in the lute it was 
decided that members of the “ Cabinet ” would refrain from 
speaking or voting on the motion. This decision was 
reached on a vote, the six officials and the four northerners 
being in favour, three easterners neutral (these being the 
former Zikists who have split with Dr Azikiwe’s National 
Council), one easterner and the four Action Group 
westerners against. 


It appears that Action Group then decreed that their 
ministers should not abide by this decision, and when the 
debate began, one of them crossed the floor and announced 
his resignation. He was in rather a different category from 
the others, being the Oni of Ife, Sir Adesoji Aderemi, and a 
leading western chief, and he had previously told the 
Governor that he was “ under compulsion ” not to abide by 
the Cabinet’s decision. The leader of the northerners, the 
Sardauna of Sokoto, had already moved an amendment 
altering “1956” to “as soon as possible,” but another 
member moved the adjournment ; at this point the House 
emptied of most Action Group and N.C.N.C. members, so 
that the motion for adjournment was carried in their 
absence. Later the resignations of the remaining three 
western ministers were announced. In fact, they resigned 
in protest against a cabinet decision which, owing to the 
course which the debate took, they had not had to imple- 
ment. Resignation was their only course once they had 
been deprived of the pleasure of acting against the cabinet’s 
decision and running the risk of dismissal by the Governor. 


A special meeting of the western house of chiefs in Ibadan 
on Tuesday approved the resignation of the four western 
ministers from the central Council of Ministers and resolved 
that if asked to submit nominations for the vacancies on the 
Council the western region “ will always submit the names 
of the resigned. members.” 


Will the Heavens Blaze? 


In effect this breakdown is worse than anyone expecied 
because the tactics used have seriously alienated the North. 
This is indicated by the departure to London for consulta- 
The two 


tion of the Governor, Sir John Macpherson. 
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fundamental problems of Nigeria—how to build up a trini- 


tarian unity between three diverse regions, and the pace 
of movement towards self-government—have coalesced, 
and each is further complicated by the other. The breach 
with the North may be irreparable ; already it is being 
asked whether northern representatives will ever come south 
again. 

This major crisis has developed hard on the heels of the 
crisis in the east and the breakdown of the regional govern- 
ment there, and though the two crises are distinct, they 
were brought about by the same factors in the Nigerian 
political situation. As the country rushes towards nation- 
hood, the impetus rapidly increases. The last stages are 
concertinaed, the extremists of yesterday become the 
“Uncle Toms” or “imperial stooges” of today, parties 
and politicians must steadily outbid each other to keep the 
lead. Zik made his come-back ; Awolowo must run harder 
than ever to keep his position. Moreover, the fact that 
the Gold Coast is a neck ahead is important, and its 
leaders are believed to be preparing to extort-a Coronation 
present of further concessions from Britain. If Nkrumah 
is the pacémaker, can Zik or Awolowo be far behind ? 

The great danger is that the situation may get thoroughly 
out of hand. Passions are rising and hooligans already 
shouting. Nigerian leaders so far lack the kudos of 
martyrdom. An incident which gave them this—and what 
then? True, it has been said that Nigeria is a place where 
the best is impossible but the worst never happens. The 
responsibility rests with Nigerian politicians. 


Can M. Mayer Survive ? 


RANCE appears to be moving constantly from one cross- 

road to the next with a crisis looming in every possible 
direction. Sometimes one feels that this picture is conjured 
up by journalists and members of a parliamentary opposi- 
tion, with their vested interest in all trouble. Over the 
past ten days, however, and with the municipal elections 
due in the final week of April, it has become increasingly 
obvious that France has got itself into a dangerous impasse, 
both financially and in foreign policy. In France a 
politician’s lot is not a happy one, and one can readily 
sympathise with President Auriol’s decision not to stand 
for re-election in December. This signal, however, that 
the presidential derby is now open, will only intensify the 
inclination of many French party leaders to put personal 
ambition and a taste for intrigue above the need to 
encourage a sense of unity. 

The most spectacular aspect of the present difficulties is 
the fact that the Treasury owes the Bank of France 105 
billion francs-and that the government will have to ask 
for a further extension on the recent loan of 80 billion with 
which M, Mayer has sought to tide over this difficulty. 
Far from there having been the expansion in economic 
activity on-which the government had counted, there has 
been a slight recession, and France’s foreign trade balance 
in March has deteriorated appreciably after some improve- 
ment had been registered in February. The March trade 
deficit, which amounted to some 29.5 billion francs 
was the severest since July last. At the very same time, 
however, France has a trade surplus of nearly 20 billion 
francs with its overseas territories, a fact which suggests 
that the flow of “hot money” to North Africa and the 
resulting inflation have in no way been checked. 





THE ECONOMIST, APRIL 18, 1953 


Everyone is aware that the French government must 
finally make up its mind in favour-of a certain measure of 
fiscal austerity if the budget is to be balanced. Expenditure, 
which amounted to 2,422 billion francs in 1950, reached 
3,720 billion in 1952, and is estimated at 3,831 billion 
francs for this year. Corporation taxes will flow into the 
Treasury during April, and the gap in the budget is relatively 
modest compared to expenditure as a whole ; because of 
this, the government may be tempted to tide over with stop- 
gap measures. There is no realistic alternative however, to a 
substantial reduction in public expenditure, and although 
every government in turn has admitted this, the National 
Assembly is hardly prepared for draconian reforms. If M. 
Mayer insists on them, his days are cJearly numbered and 
his government. may never have to face the storm that will 
break over the ratification of EDC. 

As M. Pleven has had to explain in Washington this week, 
it seems most unlikely that the EDC treaty will be debated 
in the Assembly before the summer recess, and even in the 
long run its ratification is doubtful. Part of the reason is 
the continued state of suspended animation with regard to 
the Saar. Without always appreciating the tremendously 
difficult task which Dr Adenauer has been carrying out, or 
the fact that Germany had to overcome a good deal of 
national feeling when it ratified the Bonn conventions, the 
French feel that the Germans must make concessions before 
they can be considered good Europeans. The Saar is the 
touchstone in present French. political thinking and 
M. Mayer will not retreat from his insistence that some 
solution must be arrived at before France can ratify the 
EDC treaty. The Socialists, moreover, on whose vote rati- 
fication ultimately depends, are more anxious than ever to 
see whether some other solution can be found, in concert 
with the new Soviet mood, and want to wait to see what 
the outcome of the German elections in September will be 

This combination of a financial crisis at home and of a 
sense of exasperation in foreign policy may lead to a cabinet 
crisis after the Assembly reconvenes on May 12th. A good 
deal depends on the strength shown by various parties in 
the municipal elections, It is expected that no major 
changes will take place, although the Gaullists will lose a 
number of municipalities and may suffer losses in the Paris 
region. The Communists are expected to hold their own 
and the one man who will probably emerge with his position 
strengthened is M. Pinay with the Independents ; his zeal 
for fiscal reform and loyalty to the franc have made a deep 
impression on the population. Whatever their losses, how- 
ever, the Gaullists cannot change their position on the 
defence community and will have to withdraw whatever 
slight support they have given M. Mayer when the treaty 
comes up for debate. 

Two major actors have recently returned to this confused 
and rather lethargic scene. General de Gaulle has con- 
cluded a very successful tour of the French territories in 
Africa, and M. Thorez is home from his long sojourn in 
Moscow, It is symptomatic of France’s two strong men 
that one should be getting rather stout and acquiring the 
figure of the retired warrior, and that the other should be 
partially paralysed and forced into virtual retirement. The 
Communist messiah can do little except straighfen out the 
tangled ambitions in his own party. De Gaulle, on the 
other hand, is increasingly out of touch with the voter. It 
looks, therefore, as if France will continue along a via media 
from stopgap to crisis and from crisis to parliamentary 
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| “Accepted by the Public 
because it serves a Public Need” 


SUN LIFE ASSURANCE 
COMPANY OF CANADA 


(incorporated in Canada in 1865 by Act of Parliament 
as a Limited Company) 


| - FAMILY INCOME 
s | RETIREMENT INCOME 

| CHILD’S EDUCATION 
PARTNERSHIP SECURITY, ETC. 


Why not ask us to help you with your Life 
Assurance Problem! You incur no obligation 


M. MACAULAY (General Manager for the British isles) 


141, SUN OF CANADA HOUSE, 


COCKSPUR STREET, LONDON, S.W.1 





Australia and 
New Zealand 


BOTH ARE PECULIAR TO ANTIPODES, 


Whether your activities entail long distance travelling or concentrated 
investigations, we can assist youin AUSTRALIA and NEW ZEALAND 
| 


Our TRADE INTRODUCTION SERVICE and 
TRAVEL DEPARTMENTS will gladly: 


1. Make a SURVEY to meet 
your trade requirements. 

2. Prepare a suitable 
ITINERARY. 


5. Arrange business 
INTRODUCTIONS. 


6. Issue TRAVELLERS 
CHEQUES and 
TRAVELLERS LET- 
TERS OF CREDIT. 


3. Book TRANSPORT by 
air, rail, road or sea. 

4. Secure Hotel ACCOM- 
MODATION. 


Inguiries welcomed either through your own Bankers or direct. 


THE COMMERCIAL BANK OF AUSTRALIA LIMITED 


(Incorporated in Victoria) Registered Office : 335 Collins Street, Melbourne. 
* 










PRINCIPAL OFFICES: 
HEAD OFFICE: 35/9 Collins Street, MELBOURNE, VICTORIA. 
LONDON OFFICE: _12 Olid Jewry, LONDON, E.C.2, ENGLAND. 
WELLINGTON OFFICE : 328-330 Lambton Quay, ea 


636 OTHER OFFICES 
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BOAL ~ 
cuts fares to more destinations 
than any other airline 





Save at least £1 in every £5 


The Tourist services listed below, with their greatly reduced 
fares, are making it possible for thousands of people to 
enjoy the advantages of air travel for the first time. 
Same high B.O.A.C. standards prevail on all Tourist 


services. Fully pressurized 4-engined airliners. Complimentary 








meals; bar service; no tips. Additional Tourist services are © 
planned for the near future. 


EXAMPLES OF SAVINGS ON B,.0.A.C. TOURIST SERVICES 


FAR EAST 
LONDON-SINGAPORE®* 
ist Class return: £370.16.0 
Tourist return: £295. 4.0 


YOU SAVE £75.12.0 


EAST & CENTRAL 

AFRICA LonDON-LUSAKA 
ist Class return: £293. 8.0 
Tourist return: £234. 0.0 


YOU SAVE £59.8.0 


MIDDLE EAST 
LONDON-CAIRO 
ist Class return: £154.16.0 
Tourist return: £124. 4.0 


YOU SAVE £30.172.0 


U.S.A. & CANADA 
LONDON-NEW YORK 
ist Class return: £254. 0.9 
Tourist return; £176.17.0 
YOU SAVE £77.3.9 


*Only B.O.A.C. operates Tourist services to these destinations. 





Consult your local B.O.A.C. Appointed Agent or B.O.A.C., Airways 
Terminal, Victoria, S.W.1 (VFCtoria 2323), 75 Regent St.. W.1 (MAYfair 
6611) or offices in Glasgow, Manchester, Birmingham and Liverpool. 






B.0.A4.C TAKES GOOD CARE OF YOU 


FLY ~™ »« BOAC 


BRITISH OVERSEAS AIRWAYS CORPORATION 
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Delhi and the Drought 


FROM OUR CORRESPONDENT IN INDIA 


— 


NDIA’S latest reaction to Pakistan’s concern about canal 
waters has been one of rather annoyed boredom. Almost: 
everyone is so sure that Pakistan has no case that they ask 
themselves what they are being /used as a scapegoat for this 
time—the drop in cotton prices or the anti-Ahmedya riots? 
As the Indians state it their case is simple. First, India 
considers its water to be its own, since there would appear 
to be no rule of international law imposing any burden on 
an upper riparian state for the benefit of a state lower down 
the river. The United States was not prevented, it is argued 
in Delhi, from building the Boulder Dam because Mexico 
was adversely affected. And if there are disputes in such 
cases, the usual way of settling them is by bilateral agree- 
ments or by bilateral commissions ; there is, therefore, no 
reason to go to third parties for arbitration, as the Pakistanis 
suggest. Delhi has on various occasions offered Karachi 
a commission composed of an equal number of represen- 
tatives ‘from each side. 
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Secondly, although India considers that it has this unre- 
stricted right, it entered into an agreement with Pakistan in 
1948 by which it undertook to reduce the supply of water 
to Pakistan only progressively, so that Pakistan could 
develop alternative sources meanwhile. The Indians claim 
that they have kept this agreement, but that Pakistan 
repudiated it in 1950; Karachi, they say, stopped paying 
the disputed amounts for “ seigniorage” charges and the 
capital costs of certain works which it had promised to 
deposit with the Indian Reserve Bank. India is, moreover, 
prepared to accept arbitration on the validity of this agree- 
ment although an arbitrator might well find the relevant 
clauses difficult to interpret: they are more friend!y than 
definite. 

Thirdly, India has, in fact, not yet acted on its rights 
under the agreement. There are only two canal systems in 
dispute out of a total of 31: the Central Bari Doab from the 
Ravi, and the Dipalpur from the Sutlej. India has built no 
new canal works so far to use Ravi water, and the works 
which will use Sutlej water, the Harike and the Bhakra- 
Nangal, are not yet ready; the Harike weir and canals will 
only be finished in 1954, the Bhakra dam perhaps in 19§9. 
The cut in water this season was purely the result of the 
drought which occurred last year in both Punjabs, and which 
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over the period from September to December reduced the 
flow of the Ravi to 57 per cent of normal, and the flow 
of the Sutlej to $5 per cent. Since the total flow was thus 
reduced by drought, the flow to Pakistan was also reduced 
in proportion, but only in proportion. 

The Indians admit, however, that the areas in Pak: .:1n, 

especially in Bahawalpur, have suffered more because «icy 
are farther away from the headworks and have lost © »re 
of the water through seepage. But they assert that th. (|| 
effects have been aggravated by two purely Pakistani fac:.; 
There has been a considerable switch in Pakistan {1m 
wheat to cotton ; and cotton needs water for maturing :s: 
when the wheat should get it for sowing. And, wherea: 
- Sikhs, who before partition held so much of the land in ‘he 
Pakistani canal colonies, were first-class farmers of irrigated 
land, many of the Muslim refugees from India who hive 
now taken their place were either not farmers at all, or were 
labourers, or else were used only to dry farming. 

Finally, the Indians claim that it is they, not the P.‘:- 
stanis, who have more cause for complaint. Five million 
refugees fled from west to east Punjab at partition and they 
have now to be supported in what was previously an under- 
developed area. Before India was divided, the British p:-- 
ferred to undertake irrigation works in west Punjab and 
Sind, where they could be partly paid for by selling Crown 
land, rather than in what is now the Indian Punjab where 
land was mostly privately owned. Taking the Indus basin 
as a whole, the population and the cultivable area are only 
slightly larger in Pakistan than in India: 22 million people 
and 45 million acres against 20 million people and 40 
million acres. But Pakistan has 18 million irrigated acres 
and 66 million acre feet of irrigation water against India’s 
5 million acres and only 9 million acre feet. 


Water from Six Rivers 


Indeed, of the six rivers concerned, India can get nothing 
from the Indus, which carries just over half the total amount 
of water carried by all six put together, and for topographical 
reasons virtually nothing from the Jhelum. These two river; 
flow only through Kashmir, and there the country is too 
mountainous for them to be used much. Of the water of 
the Chenab, too, India at present gets nothing, though i 
hopes to get 34 million acre feet one day by building 2 
tunnel through from the Chenab to the Ravi, and then 
a link canal to the Beas in Himachal Pradesh ; the idea, 
however, is that this will come out of waters at present 
flowing to the sea, and not from Pakistan’s water. 

It is only on the Ravi, the Beas and the Sutlej rivers, 
which between them have less than one fifth of the water 
of the Indus Basin, that India proposes, in dué course, to 
divert water from Pakistan. The Harike weir would enable 
India to divert the Beas water (84 million acre feet) and 
the Bhakra dam would store the Sutlej flood waters (this 
is not very important, as it involves only 14 million acre 
feet). The Ravi water which goes to Pakistan is also only 
flood water, but some of that might eventually be diverted 
to the Indian Upper Bari Doab system. 

The Indian interpretation of the agreement of 1948 is 
that Pakistan has undertaken to replace the water cut off 
by building a canal across the Punjab in order to bring 
water from the Indus and the Jhelum over to the Pakistan 
Ravi and Sutlej. Pakistan has already built one of the 
necessary canals and will finish another in a few 
months. What makes India. however, 
ne ne ne and vital, cross 
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canals, Pakistan is spending its money, and using its 
Indus water, on new barrages in Upper Sind and at Dehra 
Chazi Khan in the Punjab. This is felt to be an attempt 
by Pakistan both to keep its own water and to use inter- 
national opinion to make India go on supplying Indian 
r as well. 

or the moment, there. is a slight lull while people await 
the report of the working party of Indian and Pakistani 
envineers which, with World Bank assistance, is drawing 
up comprehensive water proposals for the whole Indus 
Basin. Indians hope these will show that the area irrigated 
in India can be increased to 14 million acres and in Pakistan 
© 24 million acres. But no one in Delhi doubts that, if 
Mr Nehru and Mr Nazimuddin can meet, the two prime 
ministers will find the canal waters dispute very near, if 
not at, the top of their agenda. 


World Economic Report—Il 
The Under-Developed Areas 


fe the less industrialised countries of Latin America 
and the Far East the years 1950-52 gave rise to a 
very special set of difficulties. The experience of these 
two groups of countries, all of them primarily producers 
of raw materials, followed a broadly similar pattern, but 
there were important variations both within and between 
ihe two groups, depending on the nature of the com- 
modities they exported and on government policies. 

The United Nations World Economic Report, reviewing 
a selected group of Latin American countries (Brazil, Chile, 
Mexico, Cuba and Argentina), finds that during the three- 
year period most of them exhibited two dominant character- 
istics. The first was a marked increase in inflationary 
pressure leading to a sharp rise in the cost of living, and 
the second was a substantial increase in imports that, more 
often than not, was greater than they could afford. 

To some extent the ‘rise in the cost of living throughout 
most of these countries was the result of higher prices for 
imports, but a more fundamental reason was the failure 
of domestic food production to increase as fast as private 
incomes. In all of them except Argentina, food production 
did rise by a moderate amount but expanded production 
as well as high export prices generated by the boom in raw 
materials, meant that private incomes increased even more 
swiftly. As Table I shows, Cuba alone managed to prevent 
inflation and it did this by raising food imports. Argentina, 
with the worst record of all in this respect, is a case apart. 
Technically speaking, it is not of course an under-developed 
country ; moreover, a poor grairi harvest in 1951-52 and 
the decline im meat’ production coupled with a switch in 
government policy to higher controlled prices for agri- 
cultural products, all combined to drive up prices. 

lhe second and equally disturbing feature of these Latin 
American economies-.was the large expansion of imports 
which in most cases turned a small trade surplus for 1950-51 
into a sizeable deficit in the following year. While it is 
‘rue that some of their exports suffered from the weakening 
of commodity: markets—for example Brazilian cotton and 
Argentine wool—the continent; by and large, managed to 
maintain its exports reasonably well and to escape the wild 
‘uctuations that marked primary producing countries in 
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the Far East. They failed, however, to control their 
appetites for foreign goods. The big increase in imports 
was due partly to precautionary buying, partly to specula- 
tion, but it reflected also the abundance of easy money. 
Table II shows that the largest expansion of imports took 
place in manufactured consumer goods and producer goods. 

Those under-developed areas of the Far East which 
chiefly produce raw materials and food were more successful 
than the Latin American countries at curbing at home the 
inflationary effects of the boom. Throughout the years 
19§0-§2 the cost of living remained stable or rose only 
moderately in Ceylon, Pakistan, the Philippines, Burma 
and Thailand. In Malaya, however, the increase was 25 
per cent, while in Indonesia the general price level almost 
doubled. 

The relative success of most Far Eastern countries was 
due to a mixture of fortuitous circumstances and deliberate 





TABLE 1—INDICES OF COST OF LIVING 
(1950 100) 
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*Based on prices for 2 or 4 months. 


acts of governments: internal prices were kept down by 
large imports of food and consumer goods, by the applica- 
tion of export duties, the operation of food subsidies and 
also by the fact that rising profits frequently went into the © 
coffers of cautious plantation companies rather than into 
the pockets of peasant farmers with an itch to spend. In 
the one country where small farmers predominate—Indo- 
nesia—the increased profits in their hands led to an imme- 
diate rise in consumer spending. 

The fluctuations during the boom and the subsequent 
period of setback were more violent in the Far East than 
in Latin America because such 2 large number of Far 
Eastern exports—rubber, tin, wool, copra—are especially 
vulnerable to swings in demand. The dollar value of 
exports from Asia as a whole was 17 per cent lower in 
1951-52 than in the preceding year, and the earnings of 
individual countries fell even more steeply—Malaya, for 
example, suffered a drop of 26 per cent. The countries least 
affected were the food producers, Burma and Thailand. 

The immediate economic interest of the industrialised 
countries of the west in this situation is obvious. How will 
reduced earnings affect the imports of the under-developed 
Far Eastern countries from the West? Much of the 
prosperity of the western world’s export industries has 
sprung from the fact that throughout 1951 and_ the first 
half of 1952 these primary producing countries were flush 
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with money and falling over themselves to buy the mahu- 
factures of the West. As will be seen from Table II, almost 
half of these imports were in producer goods. By mid-1952 
there was still no appreciable decline, but the report indi- 
cates that since then this group of countries has been 
compelled by lack of purchasing power to reduce its imports 


rABLE Il.—EXPORTS FROM. U.S. AND WESTERN EUROPE 
(Millions of U.S.’ dollars) 















To selected 
Far Eastern 


To selected 
Latin American 






countries countries 
Commodity Groups pee Sagas i aaa 
| 1952 | 1952 
1950 | 1951 | Ist | 1950 | 1951 | Ist 


| Half | Half 


1 
! 


304 | 389 


Foodstuffs ......... 362 444 521 90 

Raw Materials ...... 162 | 248| 210} 113} 220} 294 

Consumer Goods 737 | 1,050 | 1,063 2: 427 | 437 

Producer ,, .-+0es 1,449 |2,106 [2,242 | 588; 761 | 863 
POTAL si. xis cee 2,710 | 3,848 | 4,036 | 1,079 |1,712 | 1,983 





from the West. 
tion. 


Food imports are the outstanding excep- 
Purchases of food either from neighbouring or 
western countries have in many cases remained stable or 
even increased. 


(Concluded) 


The Indonesian Jigsaw 


FROM OUR CORRESPONDENT IN INDONESIA 
HE trial in Jakarta of Sultan Hamid of Pontianak, who 
last week was sentenced to ten years’ imprison- 
ment, has again drawn: attention to one of the deepest 
divisions in Indonesian politics. Before the recognition of 
the country’s independence in December, 1949, Sultan 
Hamid was a leader of the Indonesian federalists—those 
who wanted to see the end of Dutch rule but opposed the 
creation of a unitary state. He was a member of the federal 
government that was constituted when the Dutch with- 
drew, but in April, 1950, he was arrested and charged with 
responsibility for the attempt to seize and kill members of 
the government that had been made in January by the 
Dutch freebooter Westerling. At his long delayed trial, 
he declared that he had allied himself with Westerling 
because he feared that the federal government would be 
subverted by the Jogjakarta republicans, whose aim was a 

unitary state. 

This fear was, in fact, justified by events. By August, 
1950, Indonesia had abandoned the federal system and 
transformed itself into a single republic. This rapid develop- 
ment was in part due-to the fact that federalism was 
widely regarded as a Dutch device ; it was the last Dutch 
governor-general who conceived the idea of a federal state, 
and during their long struggle against the Jogjakarta 
republic the Dutch encouraged the formation of autonomous 
political units in various parts of Indonesia. Yet the federal 
idea corresponded closely to some of the country’s most 
obvious needs. 

Indonesia covers a vast area. From Sabang in ‘northern 
Sumatra to Merauke in New Guinea the distance is some- 
thing like that from Ireland to the Black Sea. Wide 
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stretches of water divide the islands from one another, and 
for centuries their peoples have been largely independent 
of centralised control and have developed their own special 
characteristics. The Jogjakarta republic, although drawing 
a surprising number of its leaders from the west coast of 
Sumatra, was based on the support of the overcrowded and 
land-hungry Javanese ; and in the outer islands there was 
a real fear of Javanese domination, or even colonisation, 
Regional feeling, indeed, still funs extremely high, 
Usually the people of a region’ will-give their ungrudging 
support to none but a local man, One result has been the 
considerable measure of autonomy recently granted to 
south-east Borneo. The south Moluccas set up their own 
Ambonese republic, which for long resisted the forces sent 
against it by the central government, and even now 
these islands are unreconciled to Javanese domination. Only 
yin south Sumatra has migration from Java been able to 
make much headway, and this is largely due to the sparse 
population and the undesirable nature of the countryside 
Nowhere, however, has Javanese interference met with 
such protracted resistance as in south Celebes. In 1950 
the Buginese people of this area were divided, some of them 
supporting federation and others a unitary state ; and a 
Javanese battalion was able to land, despite a preliminary 
repulse by forces led by Andi Abdul Aziz (who still awaits 
trial in Jakarta). The central government’s hold remains 





precarious, as is shown by the series of “ Macassar inci- 
dents,” and the current leader of the rebels in south Celebes, 
Kahar Muzakkar, may well be the true popular leader of 


the area. But, as he has long been openly fighting the 
government’s forces, it could not easily reach a compromise 
with him without further loss to its already flimsy prestige. 
Its weakness enabled Colonel Warouw, an ex-guerrilla com- 
missioned into the Indonesian army, to depose his superior 
officer, the commander in south Celebés, last November and 
then to get himself officially confirmed as commander of the 
territory. But although Warouw is in a fairly strong position 
vis-d-vis Jakarta, he is by no means unassailable in Celebes. 
A north Celebes man, he is in Buginese eyes a cut above 
anybody from Java, but not much above. His control is 
based on an ill disciplined body of troops which holds the 
balance between the Buginese on one side and the central 
government on the other ; and for this reason alone he 1s 
now making some effort to come to terms with Kahar 
Muzakkar. 

It is, indeed, an unhappy fact that some of the aatural 
local leaders who could contribute usefully towards the 
development of a strong Indonesia are now permanently 
branded as rebels. This situation is liable to be complicated, 
as in south Celebes, by the tactics of ambitious politicians 
or army officers. More and more leading Indonesians arc 
becoming convinced that some form of regional autonomy 
that respects the traditions of local peoples is essential. 
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An early stage in the manu- 
facture of efficient anisotro- 
pic permanent magnets. The 
molten metal is poured into 
specially prepared moulds. 














PROGRESS IN 
ELECTRONICS 


ANY of the great technical achievements of this age stem 


from scientific investigations that have led to improve- 


its in the properties of materials. This is especially true of 
¢ electronics industry. 
The rapid progress in electronics has been marked, for 
tance, by the development of new and improved magnetic 
‘terials. Ome of the most important of these is an efficient 
isotropic or directional permanent magnet. Another is a 
genetic ferrite of exceptionally high permeability eminently 
table for the cores of high frequency inductances. - A third is a 
non-metallic permanent magnet which is actually a true ceramic. 
All these remarkable materials, which were pioneered in this 
country by Mullard, have had a considerable influence upon 
the design of better and more compact electronic components 
d apparatus. Their successful use is due in no small measure 
the work undertaken’ by the Mullard Applications Advisory 
service, which is itself backed by a comprehensive research 
‘ ganisation, | 


Mullard 


MULLARD LTD., CENTURY HOUSE, 
SHAFTESBURY AVENUE, LONDON, W.C.2 


WHITTLE’S OWN 
LIFE STORY 


heb 3 
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The genius whe shrank the world tells how it 
all happened. 


As a boy he dreamed It, as a youth he 
a it, a8 a man he brought It te triumph. 
was an Invention that changed the war and 
still more the peace, that gained Frank 
Whittle a knighthood and an award of £100,000 
while still only forty-one years of age. 








Now, for the first time, Sir Frank Whittle will 
tell you himself how he unleashed a new kind 
of power —the mighty thrust of the jet engine 
that has carried an R.A.F. plane to Australia in 
less than a day, and now enables you to travel 
from London to Tokyo in less than two days by 
commercial airline. 

He tells of his meetings and correspondence 
with the famous - the hig moments of the 
Revolution in the Air. 

it Is the most enthralling, dramatic chapter 
in the story of man’s conquest of the skies that 
bas yet been written. 





BEGINS ON SUNDAY IN THE 


SUNDAY 





EXPRESS 
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(TS GOOD — ITS ADVERTISED BY 
PRITCHARD, WOOD 


An Advertising Agency is known by the Companies it serves. Here are some of the goods and services 
advertised by F. C. Pritchard, Wood & Partners Ltd. :— 


Morley Stockings, Underwear, Gloves Ultra Radio, Television 
Atkinsons Skin Deep Austin Reed Men’s Wear 
Churchman’s No. 1 Cigarettes Personna Razor Blades 
Cadbury’s Chocolate Biscuits Red, White & Blue Coffee 
Jowett Cars Old Angus Whisky 
Izal Disinfectant, San Izal, Decorative and Structural Glass 
Izal Toilet Rolls, Zal Pine Fluid, (Pilkington Brothers Ltd.) 
Zalpon (Newton Chambers & Co. Ltd.) Ostermilk Baby Food, Farex 
Heal’s Beds, Furniture (Glaxo Laboratories Ltd.) 
Boots Number Seven Cosmetics Sandeman Port and Sherry 
Pascall’s Sweets Fish (British Trawlers’ Federation Ltd.) 
Halex Toothbrushes, Hairbrushes Radiation Solid Fuel Cookers 
Johnson’s Baby Powder, and Stoves 
Band-Aid Adhesive Dressings ‘Lightning’ Fasteners (1.C.1.) 
Araby Toilet Soap, Cidal, Pat, ‘Dulux’ Paint (1.C.1.) 
Clozone, etc. (J. Bibby & Sons Ltd.) Aluminium Union Limited 
Men’s Hats Northern Aluminium Company Limited 
.  (Men’s Hat Promotion Ltd.) Steel Tubes (Tube Products Limited) 





| F..C. PRITCHARD, WOOD & PARTNERS LIMITED 
Advertising & Public Relations, 25 Savile Row, London; W.1. Phone: Regent 7080 (16 lines) 
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NV EASURED by the standards of recent years, Mr 
iV Butler’s second budget must seem to most people 
particularly difficult to understand. At the end of a year 
in which his realised budget surplus fell short of 
estimate by more than {£400 million—and was, indeed, 
really no surplus at all, since it was almost wholly 
represented by the sterling “ counterpart ” of American 
aid—he has elected to give tax reliefs costing {£169 
million in 1953-54, £259 million in 1954-55 and 
possibly over £400 million eventually. But if the 
general shape of this “incentive” budget looks para- 
doxical, it yet conforms to the most recent forecasts— 
or, at least, to the more sophisticated among them. 

If there is room for surprise, it is that it embraced 
virtually every one of the major reliefs that had been 
discussed at all seriously, went further in purchase tax 
concessions than had. been expected, yet imposed no 
new taxes and no cuts in subsidies beyond those already 
projected. The standard rate of income tax and each of 
the “reduced ” rates have been cut by 6d. ; EPL is to 
end on December 318t next ; initial allowances are 
restored forthwith (at 20 per cent for plant and 
machinery) ; purchase tax on the main classes is cut 
by one quarter (with still bigger concessions on a few 
selected articles) ; and there are some miscellaneous 
minor reliefs, : 

To those who had already digested the implications 
of the Economic Survey (analysed in The Economist 
a fortnight ago) there will, of course, be no paradox 
in this approach, But the Budget speech itself made no 
attempt to supply the statistical argument by which the 
bewilderment of others might be resolved. The 
Chancellor’s figuring was, indeed, cast in the conven- 
tional pattern of budget accounting that is apt to be 
misleading rather than revealing. He showed that 
Prospective “‘above-line” expenditure, at £4,259 


- 


The Budget Analysed 


million, will be {£91 million less than was actually 
spent (though {109 million more than originally 
estimated) last year, and that prospective revenue, on 
the old basis of taxation, would have been {99 million 
larger. Hence he was confronted by an improvement 
in his “above-line” surplus, on the conventional 
reckoning, by {190 million, to £278 million ; so that 
even after cutting taxes by £169 million he was able 
to show a bigger prospective surplus than that achieved 
in 19§2-53—one of £109 million. 


Misleading Arithmetic 


It is not in such figuring as this, however, that 
justification for tax reliefs can be found. And that 
would still be true even if it were not the fact that 
almost the whole of the prospective improvement in 
the conventional surplus, before tax changes, was 
attributable to capital items or purely nominal credits. 
Most of the £169 million expected gain in income tax 
was apparent rather than real, since it resulted from the 
new “net” basis for profits tax, the yield from which 
(and from EPT) is expected to drop by £161 million. 
The expected net gain in total ordinary revenue was, in 
fact, represented by the {£97 million additional yield 
that should come from EPL, and this revenue has to be 
regarded simply as a transfer from the tax reserves or 
other undistributed profits of businesses. Moreover, 
the income tax estimate takes credit for a consider- 
able yield from the suspension of initial allowances 
effected by Mr Gaitskell (and now made applicable 
only to expenditure incurred in the fiscal year 1952-53), 
which likewise will be at the expense of company 
savings. 

Similarly, on the expenditure side, {£55 million of the 
expected decline of £91 million results merely from 
the crediting of a larger sum from the “ counterpart 
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fund,” whilst nearly all the remainder reflects cuts in 
capital outlays that cannot properly be included in a 
budget surplus—a reduction of “ strategic ” stockpiling 
and a much increased rate of actual decline in other 
Government stocks (owing to the coming cessation of 
Government trading in grain). If the counterpart fund 


THE. TAX CHANGES 





Estimate i Estimate 
i tor tor 
i 1953-54 | a Full Year 





INLAND REVENUE :—~— 
income Tax 


i | 

| j 
| t d 
} 
{ 
} 


Reduction of 6d. in the standard rate and én 

ea ae of = reduced rates .. i — 117,000,000 | — 134,000,000 
Increase from {500 to £600-in the income limit i 

for age relief... . — 41,000,000 | — 2,500,000 
Increase from {£50 to {60 in the ‘dependent i 

relative and housekeeper allowances ......; fal 3,500,000 | — 4,250,000 


Income Tax anid Profits Tax :— i 
Restoration of initial allowances at 10 per cent | 


for industrial buildings, 20 per cent for | 
plant and machinery and 40 per cent for | 
maining WOES igi. disci. Sew ee tee eRe ks i nil — 84,000,000* 
; ' 
ie Tar Profits Tax and Excess Profits Leey:— | 
Removal of limitation on unilateral double 
taxation: COMeS oo 22 sos eh 0 6 ean bende ey ; — 2,750,000? — 3,000,000 
Totat INLAND REVENUE .......5 Sc. eds cnevees | — 124,250,000 | — 227,750,000 
dintlniiba i Ss achlaenaniiien 
Customs anp Excise -~ ; 
Customs --~ 
“Me hhanical. lighters ois. scigce esses eseaces « | negligible negligible 
Excise -—~ 
Entestainments uty... suede: cs > cccb eons i— 220,000 | — 230,000 
Pitkin: ta 555 oss eects a hs ee — 45,000,000 — 60,000,000 
BOTA RCI oi ano hh oe pCR bi eR eee ~ 45, 220, 000 - 60,230,000 
Torat Customs anwb EXxcis&...........++.0.0- — 465, 220, 000 — 60,230,000 
Moree -Vaarstis Tew. 3 iss xo ec hn es Se sae i neglig ble nég stig she 
PE oes ves aed es oak ON ee endo heaeeess , 1 69,470,000 _ — 287,980,000 
Excess Prorirs Levy :—No figure for the cost of terminating the Excess Profits 


Levy as from January 1, 1954, is included in the above table. The revenue of the 
current year will not be affected and the cost in 1954-55 will be (5,000,000. At current 
levels of profits the ultimate cost of repeal in a full year is estimated at £125,000,000. 
* The cost in 1954-55 will be 50,000,000. 
+ Dividend approximately as follows :—Income Tax, £1,250,000; Profits Tax, 
£1,000,000; Excess Profits Levy, £500,000. 
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had not been ‘edcite in, the “conventional” above- 
line surplus would have been only £138 million before 
the tax changes, and would have been converted by 
those changes into an “ above-line ” deficit (comparable 
with the above-line figures for all previous years except 
1952-53) of £31 million. On the “ alternative ” classifi- 


cation, which excludes capital items, the exclusion of _ 


the counterpart fund would still have left an above-line 
surplus of £288 million before and one of {119 million 
after the tax changes, compared with {190 million 
achieved in 1952-53. 


The Real Explanation 


Dissection of the figures on these lines should dis- 
abuse those commentators who regard the “ new look” 
in the Budget as evidence that Mr Butler has 
abandoned the Keynesian approach and is reverting to 
prewar criteria. What he has done is to follow 
Keynesian principles and then to try to justify his con- 
clusions by the old-fashioned accounting. Those 


. principles led him to give full weight to the existence 


of “ slack” in the economy and to conclude that, despite 
the huge shortfall on the 1952-53 budget estimates, it 
was safe and wise to give tax reliefs. But he expressed 
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this, in budgetary terms, by concluding that he could 
safely reduce his prospective surplus provided tha: he 
retained “ rather more than was realised last year.” \er, 
as the above analysis shows, on the true “ alternat!).” 
classification he is retaining less ; and, on the conv en- 
tional basis, is really in deficit. Moreover, he has ad 
to reckon upon an increase in “ below-line” expendi! ::re 
from £656 million to £696 million gross and from /<>4 
million to £549 million net—principally because |0:n; 
to local authorities are put at only £12 million less, x 
£400 million (foreshadowing only a very small response 
by the authorities to their new freedom to borrow in ‘he 
market), while £22 million is to be expended by payinz 
war damage claims on business chattels. The overall 
deficit is expected to rise from £436 million to {+40 
million (or, before taking credit for defence aid, from 
£521 million to £580 million). 

The key to this seemingly paradoxical budgeting |ics 
in fact, not in the Exchequer figures, but in the scope 
for increased production—scope that arises from the 
fact that production declined last year because of | 
contraction of demand, whereas the creation of new 
capital equipment in industry and the easing of the stee 
shortage should have raised productive capacity stil 
further. Production has recovered from its low lev 
of last summer because demand has recovered ; and the 

“incentive ” em is founded on the Depithes is 
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EFFECT OF TAX CHANGES 






















Estimate Estim 
for 1953-54 | for 19: 
at 1952-535 at N 
Tax Rates | 


Ordinary Revenue :— 


£000 £009 
Intanp Revesvur 

Fuctent: FAR 8625 5555 hed Ais sa wen 1,905,000 1,782,250 
GR ORs oo Ns sok cs cea ck a Kc eed 127,000 127,00) 
Death Dahlen iio pincs eee ees aces 160,000 160,000 
SAME S 5s oo oak Fs eae aks 600 52,000 
Profits Tax and Excess Profits Tax..... 215,000 214,0 
Excess Profits Levy: 5. .0.is ia Sasneeets 100,000 99,50 
Special Contribution and other Inland 

Reventie Duties. 6....0.s0ccccccceves 1,000 10 


CORRE ee ewe ewe eee eee wee ewee 


4,229,550 





Post Office (Net Receipts) ...........+. on 2,685 
Broadcast = Sune eee Licences 16,000 
Receipts from Su ‘ 25,000 
REOURIION: 8585555555 2 ic ei eRe eek é 95,000 95,000 
Total Ordinary Revenus............ 4,368,215 
Self-Balancing Revenue : — 
RR OOD ck cba gh shaw ee Rae 224,615 
Income Tax deducted from Excess Profits 
Tax, Post-war refunds. ............0+ 3,500 


beeeade : 227,915 
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that the spentslatu ‘ulboael ak Death Sil nor b- 
strong enough to raise production as much as it coul¢ 
safely be raised. The Chancellor reckoned that the 
additional “ real ” resources that will be absorbed by th: 
defence programme, by “ small” increases 10 
Anes, Sem Oe See te some ” 
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increase in stocks and work-in-progress and exports will 
call forth an additional output of only about the extent of 
jast year’s fall in output—allowing for the fact that part 
of this year’s demands will be met by an increase in 
jmports. 

This is equivalent to saying that output, if not 
specially stimulated, would not rise perceptibly above its 
present level (already well above the 1952 average, but 
slightly below the 19§1 average) ; and at that level the 
economy would not be getting any return from the 
“ productive ”, investment that has taken place in the 
past two years. But, argued the Chancellor, “ we must 
not be content with this. We can, and we must, do 
much better.” Therefore, he applies the stimulus of 
tax reliefs, and seems to be hoping that these may call 
forth a further increment of output of about {£150 
million, of which perhaps two-thirds would be 
absorbed. into. consumption and one-third into 
additional productive investment. It is noteworthy that 
some £45 million of the income tax relief will accrue to 
companies, so that the personal reliefs and purchase tax 
concessions account for about £120 million this year. 

The Chancellor’s hope for production is not, on the 
face of it, am immoderate one. Indeed, a production 
ncrement of £150 million, over and above the incre- 
ment that is already reasonably in sight for this year, 
would be equivalent to barely half the gain in produc- 





Tax Reliefs 


. | = burdened and nimbly competitive ” was 


the posture prescribed for British. industry by — 


the Chancellor. His tax reliefs for industry were given 
for competitive improvement, modernisation and re- 
equipment. The Chancellor’s first concession—by no 
means an unexpected one—was to reinstate the system 
of initial allowances that had been discontinued by his 
predecessor Mr Gaitskell in the 1951 Budget as from 
April 6, 19§2 ; it is more than a little ironical that this 
year Mr Butler gains the first real benefit in revenue of 
the suspension that has been in force for the past twelve 
months, whilst the reinstatement of the allowances 
oddly enough, on capital expenditure incurred after 
Budget day, not after April 6, 1953) will not involve 
him in any loss of revenue until 1954-55 (£50 million) 
and thereafter at £84 million for a full year. 

The initial allowance will be 20 per cent for plant 
and machinery (Mr Gaitskell suspended the allowances 
when they were 40 per cent), 10 per cent for industrial 
buildings and, exceptionally, 40 per cent for capital 
expenditure on new mining works (though not the plant 
and machinery that may go with them). Although the 
loss to the Exchequer is much deferred owing to the 
lamiliar delays in accounting work, the incentive effects 
that the Chancellor seeks are expected to show them- 
selves fairly quickly. But the initial allowances 
are a gift horse that would appear on a race card as 
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tivity ‘that occurred in 1951, which was a poor year. It 
ought not, of itself, to threaten a recrudescence of infla- 
tionary pressure on costs—which, if it occurred, would 
utterly condemn this “ new direction ” of budget policy. 
But if this danger is to be kept at a safe distance, and if 
the Chancellor is to have as much margin for flexibility 
in the economy as he obviously thinks he is retaining, it 
is imperative that the habits of restraint born of last 
year’s disinflation shall persist. In particular, there is 
need to ensure continued economy in the use of stocks. 
And that will not be attained unless monetary policy is 
Kept taut. 

The fact that the Chancellor is deliberately stimu- 
lating investment and consumption must not, therefore, 
be construed as giving a green light to the banking 
system in its lendings. On the contrary, the justification 
for taking some risk in fiscal policy, in the hope of 
breaking out of the vicious circle of these postwar years, 
lies precisely in the fact that a flexible monetary policy 
is available to meet danger if it arises. The most 
reassuring feature of the Chancellor’s speech is its 
indication that he realises this. “‘ The budget,” he said, 
“will not be operating alone, but in combination with 
monetary policy "—and appearances now suggest that 
this year’s conditions “will require broadly a 
continuation of the monetary measures in operation 
now.” 


for Industry 


“aged "—a certainty, indeed, but one whose mouth 
requires examination. Those followers of the industrial 
handicap who have long memories will recall that Sir 
John Anderson (as he was in 1945) introduced the initial 
allowances at 20 per cent as a means of providing post- 
war finance to needy industry. In 1949, Sir Stafford 
Cripps offered’ 40 per cent as a means of redressing 
the injustice of historical costs; two years later Mr 
Gaitskell gave advance notice to suspend them because 
demand for capital resources was excessive. 

Now Mr Butler offers 20 per.cent as a stimulus 
towards increased investment, higher output and lower 
costs. No doubt there will be some such impetus. But 
it could easily be exaggerated. Industry has become 
more familiar with the once esoteric principle that 
after a period of years of steady investment, the initial 
allowances amount to a fixed but revolving pool of 
interest-free loans ; if the rate of allowance or of new 
investment slackens, the loans became repayable. A 
formal exercise in the working out of the allowances 
since they were introduced with effect from 1944-45 
suggests that Mr Gaitskell’s suspension may have 
brought many companies within the danger area of 
enjoying no current depreciation allowance (and there- 
fore involved in higher tax payments). Mr Butler’s 20 
per cent may do little more for such cases than to relieve 
them from the necessity to repay further sums in 
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1954-55. But by that time (although his speech did _ residue to augment reserves equal to 15 per cent of the 
not make the point explicitly) Mr Butler may be profits. Again, where chargeable profits reached 200, 
engaged on a major recasting of industrial taxation, | a §0 per cent distribution was impossible before the 
fortified by the conclusions of the Royal Commission Budget, since the maximum distribution amounted to 
in which, without doubt, the working of the initial 48.3 per cent—at which 74.6 per cent of total profit; 
allowances will have full consideration. was absorbed in taxes. A 50 per cent distribution wilj 
in future attract the 574 per cent in taxes already 
referred to, leaving 15 per cent of profits to be retained. 


In the fulness of time, therefore, the gain to industrial 
savings and thence to industrial improvement resulting 
from the combination of the disappearance of EPL. and 
the 6d. reduction in the standard rate of income tax 
should be most material. The latter, according to the 
Chancellor’s calculations based on current levels of 
profits and distributions, should provide an immediate 
relief of no less than £45 million on the undistributed 
profits of companies—a “very potent augmentation” 
as he claimed, to company reserves, and one that could 


One of the matters on which Mr Butler deserves 
the heartiest congratulation fell almost unremarked by 
the House of Commons last Tuesday. The Chancellor 
has given notice that the Excess Profits Levy will ter- 
minate at the end of this calendar year—a step argued 
in these columns, but widely reckoned to be politically 
difficult. The case for the disappearance of the tax 
was argued with all the conviction that was to be 
expected of an unwilling foster-father landed with such 
an ungainly foundling on his doorstep. No part of his 
incentive budgeting for industry would have stood 
intact so long as EPL remained. Its disappearance with 
only two years’ standing puts it 
among the shortest-lived of all 
impulsive fiscal measures. But 
thesé two years have yet to produce 
their doubtful fruits—Mr Butler 
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and “rather more” than {100 

million in 1954-55. In other 


words, EPL will be a factor making 


Income Tax (9s. in £) . . 0 

for industrial dis-saving for a full tx - 15:1 3 ; o | 50 
two years after the immediate Distr, Profits Tax (20% aa a4" 
impact of the benefit of the 6d. Net div. (after $s. ta) | = 
reduction in the standard rate of ee 0 | 200.0 
income tax. Phase il. Tax at 0 in & 

For that reason, it seems Pues savoiee Par tes Dh. 0-0 
able to reckon the effects of the OTe a 0 


24° 
Distr. Profits Tax (20% 


two changes in two phases, as is 
done in the accompanying table. 
This shows the effects of the two 
stages, and compares them with 
the pre-Budget tax situation, for 
companies at three assumed levels 
of profits, and three assumed rates 


of gross dividend) . 
Net div. (after %. tax) 
Retained Profits (net). 
BOTs 5. ae saeiaes 
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(a2) Maximum distribution is 48-3 per cent, 





of distribution. After the two 

stages have been completed—that is, after the remis- 
sion of EPL has become effective—companies will pay 
out 614 per cent of their profits in income tax and 
profits tax if they make a “full distribution,” 574 per 
cent if they distribute a notional half of their profits 
before tax, and 47} per cent if they pay no dividend 
at all. The telling comparisons are in the last section 
of this table, showing the percentages of profits absorbed 
in taxes on the various assumptions. Where no EPL 
has been payable (Division I) the total saving in tax 
compared with the pre-Budget impost is small—up to 
24 per cent to mark the change in the standard rate. 
The truly important savings are shown in Divisions II 
and III. For example, a 50 per cent gross distribution 
with chargeable profits of 150 would have cost no less 
than 7o per cent in income tax, profits tax and EPL 
before the Budget changes ; the same distribution will 
eventually cost 574 per cent in total taxes, and leave a 


not have been provided with similar immediate force 
except through a revision of the profits tax. Indus- 
trialists will note that Mr Butler made no reference 
(except on a technical point) to the profits tax ; it may 
be early to infer that no revision of rates is in the Chan- 
cellor’s mind after the end of EPL—but by that time, is 
any case, the largest issues of company taxation will be 
before him. 

Some technical changes in tax law to give effect ‘0 
certain “Tucker One ” recommendations and to some 
of the proposals of the Royal Commission in their rece: 
interim report should be noted. It would appear th.t 
various devices for avoidance that are open to — 
ships following the decision in Osler veHall are to be 
stopped. On the taxation of overseas profits, t!c 
Chancellor proposes to give a legal option (in replace- 
ment of the present administrative concession) to defer 
payment of tax on profits blocked in foreign currencics 
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and 10 make the full concession of unilateral. relief for 
ble taxation. These two courses were urged by the 
Koval Commission’s interim report, but there was no 
ion in Mr Butler’s speech of the recommendations 
hat report on. “Pioneer Industries Concessions ” 
‘ed by certain Colonies, which are valueless in the 
s of United Kingdom residents. Other “ Tucker 
’ reforms include the carrying forward of trading 

for one year to set off against other income 
-rsing the Odhams Press v. Cook decision) and 
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relief for payments made by companies towards the 
trading losses of associated companies. The Chancellor 
also proposes to reverse the decision in Hall v. Marians 
to stop the “small loophole” whereby income arising 
abroad is offset by a loan enjoyed in this country, 
thereby avoiding normal tax. Thus, on balance, the 
Chancellor in these technical changes has been more 
concerned to release some fiscal traps tham to stop up 
earths where the harried taxpayer seeks escape. 


Personal Income Tax Changes 


1 reduction of 6d. in all four rates of income tax 
will cost the Exchequer £117 million in 1953-54 
and £134 million in a full year, but about £45 million 
of this should accrue to the undistributed profits of 
companies. Taken in conjunction with last year’s 
changes, this meams that the first {100 of taxable 
income will now be charged at 2s. 6d. in the {£, the 
next £1§0 at §s., the next {150 at 7s., and the rest 
at the new standard rate of gs. (with surtax, 
hanged for the next two years, beyond {2,000). 
Mr Butler has also thrown in three other minor 
income tax reliefs with an avowedly social pur- 
pose. He has given away {3,500,000 in 1953-54 (and 
{ 4,250,000 in a full year) by increasing both the house- 
eeper’s allowance and the allowance for aged or infirm 
depe ndants from {£§0 to {60 ; and he has given away 
1 million in 19§3-§4 (and {2, 500,000 in a full year) 
raising from £500 to {600 the income limit for age 
relief—in other words people over 65 whose total 
ncomes do not exceed £600 can now claim the earned 
me allowance on their investment income. 
hese reliefs have aroused two criticisms. The first, 
h is quite unjustified, has come from those who 
manceuvred themselves into the invidious position 
of claiming that all reliefs on income tax are regressive— 
ind have thus laid themselves open to the charge of 
ing that tO go om increasing income tax is the 
progressive thing to do. It is true that income taxes— 
nd therefore income tax reliefs—do not begin to affect 
ingle man until he is earning some {175 a year, 
and the married man with three children until he is 
carning some £600 a year. It is also true that—to take 
one group only—the married man with one child will 
secure only £2 7s, of new income tax relief if he is 
earning £500 a year, {12 1s. 4d. if he is earning £1,000 
t, over £231 if he is earning {10,000 a year, and 
will enjoy am imerease in his net income from £5,755 
£8 —- if he is securing a gross investment income 
of { 100,000. But since surtax rates remain unaltered 
s nonsense to lay great emphasis on exotic calculations 
Y ‘his sort; even when allowance is made for them, 
those with net imcomes below {1,000 a year will 


sti}} 


stil enjoy nearly go per cent of the net disposable 
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1952-53 OU TTU RN AND 1953-54 BUDGET E ‘STIMA’ rE 
CONVENTIONAL FORM OF ACCOUNTS 
(£. million) 





ABOVE THE LINE 







Revenue 1952-3  |1953- Expenditure | 1952-3 1953-4 
Esti- | Out- | Esti Esti- | Out- j Esti- 
mate | turn | mate mate | turn | mate 
Inland Revenue ....| 2,619 | 2,451 | 2,436 | Interest on Debt..; 5406 577 |. 580 
Sinking Funds ....; 35 35; 3 


Customs and Excise.| 1,815 | 1,763 | 1,725 
68; 6 


Motor Duties,......{ 64 9 | Northern Ireland..| 40 45; 48 
i 
Totar Tax 5] 4,498 | 


Miscellaneous.....| 10} 10; 10 





Torar Cons, Funp) i 


| 4,282 | 4,230 SERVICES....... | 625} 667| 673 









Trading Services an 


P.O. (Net Receipts} 12] ... Defence. ........ “2 1,377 | 1,404 | 1,497 
Broadcast Licences . 15; 15} RON. hes ous 2,181 | 2,231 | 2,045 
Sundry Loans...... 25 | Tax Collection .. .| 48 | 49 | i 44 
Miscellaneous ...... | 17] ——----|- — 

Toran Surrry.. 13 606. 4 3 634 | 586 

Total Revenue ..... 4,661 | 4439 4,366 | Total Expenditure . | 4,231 4351 ta 4,258 
Less 1952 Budget i 
changes? ...... Si. | 
Total, after 1952 

Budget changes . 1 438 | 4,269 

ees ee ees 88 109 

4,661 | 4,439 | Meet | cae | 288 
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Receipts i Pa 
Interest outside Bud- | i Interest outside 
WR in Ss can Reais 64 88; Budget ...... <i 61 64 as 
Export Guarantees:~ Export Guarantees i i 1 
Repayments ...... 2 2 2 Postwar Credits... i? 16 16 
Housing Receipts! Excess Profits Tax 
from Votes .......} 21 21 21 |- Refunds ........ 6 6 4 
Local Authorities:- | | War Damage « : 70 58 86 
Repayments .... 16 17 20 Scot. Special Hous 
Raw. Cotton Com- b AE soon sien aoe a 7 9 | 9 
mission | Armed Forces:- | ; 
Repayments ..... ade 22 10; Housing ..... + 1] 6} 7 
Coal — Nationalisa-| Loans to  Localj ; 
tion:— | | Authorities . -.| 360) 412 400 
Repayments ...... 4 4 4} Loans to Ne rthern ; 
Film Corporation Ireland Exchequer} 6) 8 | 4 
Repayments ...... i 1 i Loans. for New! _| 
Other Repayments. .| 1 i 1| TownsDevelopmt. 23; 24); & 
Loans to Film Cor-| 
—— ie eeiee * ij i 2 
own and Co vantry| 
Planning i 
Issues to “Central 
Land Board . 6 3 i 
Coal Nationalisa- 
tion:- 


— Capital, 


com Cotton Com- 


mission. 
Working Capital j i4 
Ov 





* Afier abatement of gross defence ex iture by equivalent of sterling counter- 
part of defence aid, amounting to £85 im 1952-53 and {140 million in 1953-54, 

rege! net figure for reduction of food subsidies and increase in benefits, 
etc., under the 1952 Budget proposais. ‘ 
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purchasing power in this country, and will still pay 
rather less than half of the total direct taxes. 

A much more serious criticism is that the Chancellor 
would have done better to concentrate his reliefs on the 
earned income allowance (which remains at two-ninths) 
instead of on the tax rates ; and certainly he would have 
been wise to extend the earned income allowance 
beyond the £2,000 a year mark, for it is at this level 


From Purchase 


HE changes proposed in purchase tax are sweeping. 

They will cost some £45 million this year and £60 
million in a full year. They affect all classes of goods 
except clothing and textiles which were converted from 
utility to “ .D” schemes last year, and represent a cut 
of a quarter. Goods previously taxed at the rate of 100 
per cent—jewellery and furs, cosmetics, mirrors, china 
figures, pictures, electric fires and certain water heaters 
—come down to 75 per cent. The 667 per cent rate 
that applied to passenger cars, radio and television 
sets, and most gas and electric household appliances 
comes down to 50 per cent, and-the next lowest 
general rate, 33} per cent, is reduced to 25 
per cent. This last category includes most house- 
hold goods, including furniture, wallpaper, stationery 
and drugs, as well as commercial vehicle chassis, cycles 
and motor bicycles. 

A few further changes are being made to meet special 
cases. Batteries and accumulators for radio sets become 
exempt from tax. Taxis, electric goods vehicles, and 
pianos are also freed from the tax. An important con- 
cession is made for the three-wheeled “ mechanically 
propelled tricycles” that are, in fact, an ingenious 
variation of a side-car combination. Because the driver 
is under cover as well as his passenger, these until now 
have been classed as a passenger car and taxed at 663 
per cent; they will in future be recognised as motor- 
bicycles and taxed at only 25 per cent. Umbrellas and 
sunshades get a similar tax relief, but only if they are, 
in the Chancellor’s words, “ common and trusty.” The 
more exotic article will be taxed at 75 per cent. The 
Chancellor gave the House notice that his financial 
resolution would prevent members from haggling in 
committee about the rates of tax on individual articles. 

These changes in tax have naturally provoked com- 
plaints from retailers about tax-paid stocks. Total 
stocks of goods in all taxable categories in retailers’ 
hands at the end of January were probably in the region 
of £350 million in value, at prices including 1952-53 
rates of purchase tax. A good deal of spring stock must 
have been taken in since then, but much of this would 
have been clothing and textiles, neither of which are 
affected by this year’s tax changes. A proportion of the 
clothing, furniture, stationery and chemists’ goods 
included in current stocks attracts no tax whatsoever, 


Tax to Cricket 
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that the disincentive effect of the jump in marging 
rates of tax is most marked. Mr Butler’s answer woulg 
presumably be that any further tinkering with carneq 
income allowances would have had to be accompanied 
by a reduction in profits tax if companies wore to gain 
as well as individuals ; and direct, as distinct from 
circuitous, reductions in profits tax rates are stil] 
politically out of fashion. 


and a further proportion, brought under the “D” 
schemes last year, has a certain tax-free element in its 
price. There is nothing to show how much of this 
total value of stocks represents tax already paid on 
goods, or how much of the taxed stock is affected by the 
new changes in the rates of purchase tax. The Hutton 
Committee that only recently—and, as it turned out, 
prophetically—reported on the stock losses suffered by 
retailers when the rates of tax are reduced, estimated 
that the tax paid on stocks held “ at any time” might 
amount to £75 million. 

When rates of tax on textiles were reduced last year, 
retailers were able to avoid heavy book losses on stock 
on which tax had been paid at the old rate, by averaging 
out the price of old and new merchandise. They have 
less scope for doing so this year, as a higher proportion 
of the goods affected by the latest tax reductions are 
probably either branded and nationally advertised or 
subject to resale price maintenance, and thus unsaleable 
at more than the new price: On the Chancellor’s esti- 
mates, the new concessions represent about a fifth of 
the total yield of purchase tax last year so on the 
broadest of guesses retailers might have to write down 
the value of their stocks by £15 million or more. Some 
of them, of course, have managed to avoid loss by “ sale- 
or-return ” agreements ; these have become almost uni- 
versal in the motor trade and increasingly common in 
the radio and durable consumer goods fields. Variations 
on this system have been developed whereby the retailet 
pays for the goods on delivery, but the manufacturer 
still retains some right to those goods, and tax need not 
be paid so long as they remain unsold. 
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Finally, the Chancellor has added in sundry pittances 
of relief—which will cost £220,000 in 1953-54—1 
the £124 million he has given away on income 
and profits tax and the £45 million on purchase 
tax. It is an apt welcome to Lindsay Hassett and his men 
that cricket led the way among these sundries, and 
received the loudest cheer in the House. It will be 
freed from entertainments tax altogether, as will the 
amateur stage and amateur sport.. This last relicf is 
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one that the Treasury has had in mind for some time, 
but it had run into constant difficulties of definition. 
The definition now adopted is that any club that enjoys 
the relief must be “ established and conducted for the 
promotion and furtherance of amateur sport and not 
conducted or established for profit ” ; in addition, none 
of those actually taking part in the game must be paid 
o1 Professional sportsmen, who have had to be 
content with a codification of the mighty muddle about 
entertainments tax On season tickets, have already 
objected loudly to this discrimination. Certainly it 
seems that the Courts may have some difficulty in 
defining what is “ shamateurism ”—and what is plainly 
not cricket. 

Among his other changes Mr Butler proposes to 
allow authors to spread the first two years of receipts 
from royalties on any of their books in the same way as 
they can already spread lump sum payments received 
for outright sale of their copyrights ; the Royal Com- 
mission on Taxation is studying the case of professional 
boxers and others who clamour for similar dispensation. 
Farmers who are hit by foot-and-mouth disease get 


fo 


Cautious Revel in the Markets 


A BUDGET that gave the stock markets virtually every-' 


thing that the optimists had hoped for—except relief 
from stamp duty—was bound to lead to an early revel in 
Throgmorton Street. The big question, which remained 
unanswered after two days of post-budget dealing, is 
whether the new fiscal order will bring sufficient funds into 
the market “to support—and carry forward—the initial 
marking up. Ulnder the tallying cry of tax reliefs, dealers 
came early to the “ House ” on the Wednesday to find that 
the jobbers had already marked prices up in all sectors of 
the market ‘except_in commodity shares. In the event, 
they had to mark some of them down again before the close. 
Gilt-edged were one of the few sections that did better 
than originally expected. Although the shorts, which had 
been supported on Tuesday in some fond and false hopes 
ol a reduction in Bank rate, merely held steady, the mediums 
and longs advanced throughout the day—to finish between 
s and # higher.’ There was some sign here that institu- 
‘ional investors, who had been holding off before the 
budget, had come back into the market ; on Thursday, when 
some of the shorts fell back,- the mediums edged further 

rward. 


tn the industrial market the advances in prices on 
Wednesday, which led to a gain of 2 points in The Financial 
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another special, and reasonable, concession ; they will 
be given a further opportunity to elect for the herd basis 
of compensation. 

The welcome for the Budget will stop short at Lands 
End, for the Chancellor has decided that income and 
profits arising in the Scilly Isles can no longer escape 
taxation. The Scilly Islanders, who suffer from in- 
ordinately high transport costs and certain other dis- 
abilities, have some grounds for complaint about this, 
and more will be heard of this matter in Committee ; 
but a blanket relief from income tax was clearly not 
the right way to subsidise them. 

On first impression this Budget, besides being better 
than many, looks tidier than most. Last year’s farce, 
when substantial sections of the Finance Bill were 
found to be so leaky that they had to be rewritten in 
Committee, should not be repeated. The Chancellor 
seems to have done a workmanlike job on the basis 
of the figures presented to him by his experts. And 
those figures themselves seem as reasonable a com- 
promise as could be struck at a time of inconveniently 
changeable economic weather. 


SEUSS 


Business Notes 





Times ordinary share index to 124.6, probably flattered the 
_actual number of buying orders. Almost without exception 
equity prices were marked up at the start, but the demand 
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» Jane | March | April April April | April 
24, 6, Bia 5 | 15, 16, 
1952 | 1953 | 1953 | 1953 | 1953 | 1953 
% Nat. War Bds., 52/54] 98 998 994 | | oR 
18% Ser. Fund., Nov., "53. 98 99 oa = 
4, Ser, Fund., Nov., '54. oe 98 98 98 a 
3% Ser. Fund., Nov., 55. . wis 100 100 1 1 ; 100% 
24% Nat. War Bds., 54/56 seit 98 99 99% Ce. 
24% Esch., Feb., "55 ..... 98 98 934 9h | 9% 
3% Sav, Bds., 55/65 ..... 86 $38 93 93 944 4} 
24% Funding, 56/61 ..... oat ab 95 | 95 | OSs 
3% Funding, 66/68 ...... 8 TS 91 es 
4% Funding, 60/90 .....-. SF 983 98 9h 99% 9964 
3% Sav. Bds., 65/75 ..... 77 844 | 8 - Hi 8 
3% Elect., 74/77......... i 84} 4H i. 85 85 
3% Trans., 78/88. 2.2.4... ST * 19% 7 80 8 808 
34% Steel, 79/81......... 825 89 89 90 904% | 904 
3% Gas, 90/95...... 00008 72 78 79 1% 80h | 80h 
% War Loan, after "52.. 12 7 oh 19 79% 79% 
24% Consols...........8: 55 60 5 SoA 60 
24% Treasury ........45- 58 | 69 5S 59 
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for them proved determinedly selective. The biggest rises 
were shown by shares that will benefit from the abolition of 
the Excess Profits Levy, notably in the electrical equipment 
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and brick-making industries. Not far behind came the 
advances in shares of companies making household goods 
and of department stores ; the argument here was that a 
budget that gave £169 million of tax relief (£45 million of 
it on purchase tax) should lead to some increase in retail 
sales this year. The restoration of initial allowances also 
played a part in stimulating interest in equities in companies 
in the engineering industry and in those that face heavy 
capital development programmes; thus Associated 
Electrical (which will also benefit from the demise of EPL) 
rose by 3s. to 80s. 6d. and Leyland Motors (which will also 
benefit from the fall in purchase tax) rose by 3s. 9d. to 
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EQUITY SHARE PRICES 




















| June | March | ape | April | April | Apri 

| 24, | | i4, | 1s, 6, 

| 1952 | 1953 1953 | 1953 | 1953 | 1953 
Anglo-Iranian {1 ........ 5 + | i 5# 5 
hoe Se est | Sie | i: nit 80/6 r0/t 
Assoc. Port. Cem. {1..... 90/7% | 106/6 | y07/- | 110/3 | 111/- | -11/- 
Brit, Motor 5/-......... 26/44 | 6/6 | 6/2| 6/9 6/103 6/9 
Courtaulds {1 ........... 31/3* | 42/6 | 59/6 | 40/3 | 40/7%| 39/9 
Distillers 4/=............ 16/9 | 17/3 | 16/44 ms 17/- | 11/- 
Dealee {1 oo 5.dcecssees 43/9 | 50/10} 48/3-| 49/3 | 49/6 | 48/3 
Guest, Keen {1.......... 48/6 | 54/- | 52/9 | 52/6 | 53/- | 53/1 
Hawker, Sid. {1......... 31/9 | 41/3 | 37/--| 38/7 38/10} 38/10 
Hoover. 5/+ 2. ....c.s000 22/6 | 22/9°| 21/6 | 21/9 | 23/6 | 23/6 
Imp. Chem. {1..,......- 42/~ | 48/103) 45/- | 45/9 | 45/9 oi 
Imp. Tob. {1 ........... ] 83/8 103} 54/18 | 54/- | &4/- | 53/1 
Lanc. Cotton {l.......:. 34/44 | =45/- 42/3 43/3 43/9 43/ 
Revbied £1. :.;. sis sacs 80/- | 94/4)°| 86/10}) 88/1} | 91/103} 91/6 
Marks & Sp. ‘A’ 5/-.... | 68/- | 54/- | 53/- | 53/6 | 54/6 | 54/6 
et. Ole cist, veces 15/6 | 17/6 | 18/6 | 19/- | 19/7%| 19/9 
Tate & Lyle 15/-....... 47/- | 62/- | 61/9 | 62/- | 63/3 | 63/3 


Tur. Newall {1.......... 79/44 | 106/- | 51/8 | 52/9 | 53/9 | 53/6 


Voter £1 6. ions ci canes ey A 41/6 46/9 48/- | 48/9 48/1) 
Vickers A wie. ote ob 5 dae 48/- 45/6 48/10}; 49/6 49/- 
Wadeort Of -...5.55.2 33° | =i/20H 51/9 | 53/- | 84/- | 63/6 
Financial Times Ord. Share 

Bd ® (120-6 | 122-8 124-6 | 123-4 


PE 55 os daisies ss es | 183: 1 | 


* Ex dividend. 


g1s. 104d. But here, too, the first exertions seemed to drain 
away the market’s strength, and on Thursday it was 
precisely these early favourites that led The Financial Times 
index back by 1.2 points to 123.4. 

Although the market outlook after this budget can hardly 
fail to be better than it was before it, two considerations 
seem to be holding back investors’ hands. First, the mere 
fact that Mr Butler has given so much away implies that-his 
advisers do not believe that inflation lies ahead ; and, 
secondly, if they are wrong, monetary policy remains as the 
Chancellor’s long stop. Meanwhile, there are already 
rumours of a new Government loan, as well as of the 


impending and inevitable issue by the British Electricity 
Authority. 


Wheat Agreement Breakdown 


wo months of strenuous, if not always well-directed 

endeavour to prolong the international wheat agreement 
have come to remarkably little. The exporters, led by the 
United States, have managed to patch up an agreement, 
signed by 17 nations so far, on the basis of a maximum 
price of $2.05 a bushel during the next three years ; but 
an agreement that leaves out Britain, the largest inter- 
national buyer, which with its colonies had a buying quota 


i 
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amounting to 30 per cent of the total trade covered by the 
agreement, may not mean much. India, with , quota 
accounting for another 10 per cent, also seems unlikely to 
sign the pact. The deadlock is a matter of five centy 
on the maximum price. The tone of the Minister of 
Food’s explanation on Wednesday does not suggest thy 
the United Kingdom is disposed to make any concession 
whatever above $2. For this evidence of determination 
there should be full support in this country. To } 
responsible for a major breach in international arrangements 
of this importance is not a light matter ; but the argument; 
for taking a stand at this time are strong. 

Last July, the estimated stocks of wheat held by the three 
major countries in the international wheat agreement, USA, 
Canada and Australia, plus stocks in Argentina (which js 
not in the agreement) amounted to approximately 16 million 
tons ; importers have been able to buy first quality wheat 
under the agreement, which was working smoothly, at the 
maximum price of $1.86. World production of wheat this 
year has improved, and the stocks in these four countries 
by the end of next June may well reach 34 million tons, 


WORLD WHEAT SUPPLIES AND BRITISH CONSUMP TION 








} 
Year Year 
1952-53 | 1953-54 










Four main ‘producers :— Million tons 
USA, Canada, Australia, Argentina : 
Stock-ot Flee os rk PR 16 34 
Exportable production ................ 66 46 
Stock at sed Goce, JORG: 5 ks sc kesw neces (34 30 


United Kingdom consumption :— 
SII 05 a i's 0 pn 30 ote kn Krenn eee 
FROME QIOWI Soo ia Va ioe ps veh bade bebe 

IWA quota for Britain and Colonial 

Territories 
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more than double those of twelve months ago. This surely 
suggests the likelihood of a fall, and not a rise, in the price 
of wheat. Estimates for production of these four countries, 
put at 66 million tons for the current year, 1952-53, may 
come down next year to 46 million tons. But even so, the 
stocks at the end of June, 1954, are still expected to be 
30 million tons, not very much less than the large stocks 
expected this June. In view of these expectations, Britain’s 
willingness to agree to $2.00 was reasonable and perhaps 
even a little generous—but not to be disregarded as a 
gesture of willingness to continue the ment system. 
It is not easy to imagine as liberal an approach from the 
United States to any international agreement over com- 
modities of which it is the dominant importer. 

Apart from the statistical position there was another 
reason for trying to break from the “ maximum price 
psychology ” that dominated the former agreement. Most 
of the wheat coming on the international market is sold 
by four monopolists: the Australian wheat board, the 
Canadian wheat board, the authority of the Argentine 
government, and the United States, where private sellers 
enjoy a “ floor price ” set by the government's price stabilisa- 
tion mechanism. These arrangements can ensure that first 
quality wheat coming on to the world market shall be sold 
only at prices above the IWA maximum—or not sold at all. 


This twofold support for prices has pees too much of a 
good thing. 
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Closing the Gap in Sugar 


ue purchase of one million tons of sugar from Cuba by 
2 the Ministry of Food, at what the Chancellor of the 
Exchequer described as “an advantageous price,” will 
enable domestic sugar rationing and industrial sugar alloca- 
tion to be brought to an end later this year—probably by 
July. Past estimates by the Minister of Food suggested 
that an end to sugar rationing would require an additional 
750,000 tons in the first year and 500,000 in the following 
year, over and above the present annual consumption of 
ebout two million tons. Under the Commonwealth Sugar 
Agreement Britain takes all the sugar offered by Common- 
wealth countries ; therefore the extra imports necessary for 
derationing must cost dollars. Under the new contract, 
Cuba is expected to supply about 600,000 tons this year and 
400,000 tons next year—roughly enough to fill the gap 
that has caused the prolonged rationing. 


The price to be paid to Cuba will vary over the period, 
but the total cost in dollars will equal about £23 million. 
Evenly spread over 12 to 18 months, this is an appreciable 
dollar drain; but it is well worth while to remove the 
expense and irksomeness of sugar rationing and the strait- 
jacket of restrictions it has placed on the confectionery and 
other food industries. Moreover some saving of foreign 
exchange is expected from cuts in the import of expensive 
substitutes for sugar. The average price for the Cuban 
sugar works out at about 3 cents a lb. This is a fraction 
below the recent open market price ; but Cuba has large 
stocks of sugar made unsaleable by the world shortage of 
dollars. The price is about 45 per cent cheaper than the 
price that Britain pays Commonwea!th producers under the 
long-term contract—some {42 a ton. However, Common- 
wealth producers need have no immediate anxiety, because 
they are secured by the agreement with Britain until 1960 ; 
the deal with Cuba is a commercial operation without any 
commitments about future purchases. 


Imports Rise 


RS imports and exports for March were higher than 
for February ; but while imports rose by {42.7 million 
to {285.7 million, exports and re-exports increased by only 
£19.§ million, to £223.6 million. Total exports were a 
fraction above the monthly average for the last three months 
of 1952, and on a daily rate basis there was a very slight 


increase in exports in© March, compared with the two 


previous months. But the daily rate of imports was up 
by 8 per cent, and the monthly average of imports for the 
first quarter of this year has therefore risen to {272.8 
million, £9.§ million more than the monthly average in the 
first half of 1952. 

There was some improvement in exports to Canada. 
After the low seasonal levels of £11.9 million in January 
and £9.8 million in February, shipments to Canada rose to 
{12.3 million in‘March. On the other hand, exports to 
the United States in March, at {12.4 million, were slightly 
less than the average in January and February. 


Widening IMP’s Facilities 


SIGNIFICANT comment on the future policy of the 

International Monetary Fund was made by its chair- 
man and managing director, Mr Ivar Rooth, when he 
recently presented the annual report of the Fund to the 
Economic and Social Council of the United Nations. Any 
authoritative indication of the Fund’s attitude is, of course, 
of particular interest now, in view of the discussion that is 
being focused upon the role that might be played by 
the IMF in any new international plans for expanding 
trade and payments. Mr Rooth announced that the 
directors and officials of the Fund had been engaged for 
some time in working out procedures designed to facilitate 
& more extensive use of the Fund’s resources as a means of 
providing secondary reserves for member countries. Some 
of the ways in which this object is to be secured have already 
been announced. The Fund has revised its scale of charges 
80 as to make the use of its resources for short periods less 
expensive. The initiative taken last June to make “ standby 
arrangements” for the sale of currencies to Belgium has 
now been generalised. Any member country that expects to 
run into temporary balance of payments difficulties may now 
establish, for a period of six months, an account on which it 
can draw in case of need. It can hardly be claimed, however, 
that these developments throw the door wide open to 
increased co-operation between the IMF and the European 
Payments Union. Mr Rooth suggested that, though many 
proposals had been made’ for revising the Fund’s Articles 
of Agreement, there was little that the Fund could usefully 
and sensibly do that it was at present prevented from doing 
by its existing statutes. If that is the belief of the new 
regime at the Fund, it does not promise well for an early 
expansion of its activities. 


The main barriers to its more effective intervention in 
world monetary affairs have been the essentially political 
character of its administration and its dominant concern 
with the danger of world inflation. There is still no sign 
that the power and influence of the essentially political 
executive directors is being in any way diminished. But 
Mr Rooth has issued an invitation to all member countries 
of the Fund to join in the task of improving its techniques 
and attitudes. He suggests that these members “ will find 
it in their own interest to co-operate with us in extending 
the range within which the Fund can strengthen their 
reserve position.” This is an invitation that should not 
be allowed to remain unanswered. 


Dorman, Long Development 


NE of the first companies on the list for resale to 

private investors may well be Dorman Long. - The 
operation will pose some technical questions, not least in 
connection with the financing of the £36 million develop- 
ment scheme on which the company is about to embark 
as the third phase of its postwar expansion. The scheme, 
to be spread over five years, will provide the technical com- 
plement and fulfilment of the work that has already been 
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done. Ore unloading and preparation provided the first 
phase ; the new steelworks now approaching completion at 
Lachenby represents the second—it is, incidentally, to be 
extended by a fifth steel furnace to bring its annual capacity 
up to 625,000 ingot tons. Stage III will include two new 
blast furnaces of 27 ft. 6 in. hearth with a total capacity 
of 750,000 tons and costing {6-£7 million ; new coke 
batteries at Cleveland handling 1,300,000 tons of coal a 
year and costing £7-£8 million ; a new medium section 
mill and a new rod and bar mill, with capacities of 175,000 
tons each, which will enhance Dorman Long’s interests in 
lighter finished products. 

But the chef d’ceuvre will be the projected universal beam 
mill and heavy section mill—a development long awaited in 
this country and one that will incorporate a feature giving 
new versatility to this type of plant, since it will incorporate 
the means for rolling standard structural sections. The 
structural steel products from this new mill will provide 
a saving in fabrication and material costs that should make 
for important economies in construction work. The total 
effect of these various schemes can perhaps best be 
measured by the expansion of half a million tons in the 
company’s rolled products from 1,347,000 tons last year to 
1,879,000 tons when Stage III is completed. 

The finance of the scheme raises. many interesting ques- 
tions. No doubt it will be the directors’ firm intention to 
provide as much of the £36 million out of revenue as.can 
be found without opening before prospective shareholders 
the prospect of jam deferred for five years. No doubt also 
they will argue—with some justification—that a company 
with a scheme of this order of magnitude on the stocks 
should not be’ resold to private investors with the initial 
burden of a heavy capitalisation. The company was taken 
over for a net sum of about £12 million, and it has spent 
£14 million out of internal resources on the first two stages 
of development. But even if as much as one half of the 
prospective expenditure on the third: stage is found from 
revenue, there will still remain a serious capital commit- 
ment to be financed externally. In these circumstances, the 
preoccupation of the directors over the resale price for the 
company is understandable. 


Commodities Still Weak 


EAKNESS in the commodity market, recently 
W accentuated by hopes of peace in Korea, continues— 
with the same few exceptions. Whatever winds may blow, 
the raw wool market keeps firm in response to continuing 
steady demand ; and likewise demand continues to maintain 
the price of cocoa and tea. Indeed, it is expected that 
although ‘the higher-priced teas may weaken a little more, 
popular types such as common broken pekoe, recently 
quoted at 3s. 5d. lb, may get dearer. Shellac and certain 
spices are firmer. Metal prices, however, despite short- 
lived recoveries, have continued to slip ; before the end of 
the week a further fall of about £3 brought lead down to 
{80 ros. a ton, and zinc was down to {71 §s. a ton, both 
prices being the lowest reached since free dealing in the 
metals was resumed. At the current low prices there was 
some buying in the tin market, causing some erratic move- 
ments ; but even after a slight improvement the cash metal 
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was only £717 a ton compared with about {900 a fortnight 
ago. Rubber recovered a little on Mr Eisenhower’s 51): -- 
ment that the American synthetic rubber plants will be \.\\4 
to private enterprise. 





How Commopitirs Have Movep 


Commodity Unit 








Copper, N.Y., spot... | cents per Ib 
Lead, London ....... £ per ton 
Zine, London........ 
Tin, London, spot... 
Wool, 64's ... 6. cee. d. per Ib 





Cotton, N.¥., spot... | cents per Ib 
ute, Dundee........ £ per ton 
Oe, ACCA ......5. cents per Ib 

Wheat, Chicago, f't'rs. pa 

Copra, Philippines ... | $ per ton 

Shellac, Lond. futures | £ per ton 

Rubber, Lond., spot.. | d. per Ib 


* Mid-June, 1952, t November, 1951. 


The Economist’s Commodity Price Indicator was down '0 
117 on April 14, 2 points lower than a week earlier. The 
index for food showed a small increase on the week ; tht 


_ for fibres was unchanged; and the fall in prices wa; 


reflected in the indices for metals and other raw materiai, 


Prospects for Electrical Exports 


OASTERS, as well as turbo-generators, come under tlic 
heading of electrical equipment; indeed, some of th 
largest companies in the industry manufacture both. 1's 
market prospects, both at home and overseas, are alway;, 
therefore, something of a patchwork. Last year, accordiny 
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STERLING BASIS: duly 1949—dune 1950-100 
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Education, we are told, 
is not so much a matter 
of knowing the facts 
as knowing where to 
find them. In matters 
of finance, you will 
find ‘the facts’ at the 

h : + : Westminster Bank. 
Le lk . ii y Special departments 








exist to advise on 74 
Jj overseas trade, to help a 

pe with customers’ 2 
Income Tax problems, a 
to obtain foreign a 

a currency and under With-Pro: # 

+ = passports, to act in force at 3fs a 
( as Executor or a 
\ Trustee, to... 4 
But why go on? We a 

/ have said enough to show ti 
that, when problems like : a 

7 these arise, the simplest ; By 

| thing to do is to leave them in oe 

) the efficient hands of the Westminster Bank. a 
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THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA 


(Incorporated by Royal Charter, 18$3) 
HEAD OFFICE: 38 BISHOPSGATE, LONDON, E.C.2. 
. WEST END (LONDON) BRANCH: 28 CHARLES II STREET, LONDON, S.W.t. 
MANCHESTER BRANCH: 52 MOSLEY STREET, MANCHESTER, 2. 
LIVERPOOL BRANCH: 27 DERBY HOUSE, LIVERPOOL, 2. 
NEW YORK AGENCY: 65 BROADWAY, NEW YORK, 6. 
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Branches of The Chartered Bank of India, Australia 2 
and China, under British management directed from 
London, are established at most centres of commer- 
cial importance throughout Southern and South- 
Eastern Asia and the Far East and the Bank’s clientele 
is drawn from all the peoples of the East who engage in 
commerce and industry. The offices in London, Manchester 
and Liverpool are linked directly to the Bank’s overseas 
organisation and they are fully equipped to provide the 
banking facilities and information services required by 
merchants and manufacturers in the United Kingdom who 
trade as exporters or importers with :— 


Borneo Hong Kong Japan Sarawak 

Burma Colony’ Malayan Federation Siam 

Ceylon India Pakistan Singapore Colony 
China” . Indonesia Philippine Republic Viet Nam r 


a 














THE BRITISH INDUSTRIES FAIR ® belp you in any way possible. 
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Exhibitors and visitors to the Fair 
are cordially invited to make use of 


the complete banking service provided 


there by Barclays Bank. The staff, at 


our stands given below, will be pleased 


BARCLAYS BANK LIMITED 





Established in 1845. 
All classes of Insurance 
transacted including 
Fire, Life, Accident, 
Motor, Marine and 
Aviation. ~ Represented 
throughout the world. 





Head Offices 


North John St. | Lombard St? 
LIVERPOOL | LONDON 


| 
| 
| 
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| Trade Fair exhibitors and for car- 


BUSINESS 
ABROAD P 


Wherever you’re bound for on the 
Continent, French Railways will get 
you there punctually, speedily — and 
cheaply. If you intend to visit many centres you'll find French 
Railways certainly the most convenient and sometimes the only 





| practicable means of so doing — for French Railways serve the 
| whole of France, not merely a few large centres. 


So that the whole day may be devoted to business appoint- 
ments, many fast evening trains and night expresses (the latter 
with 1st or 2nd class couchettes or wagon-lits) are run between 
large towns. The small self-drive cars that can be hired at the 
Paris termini and 71 provincial centres are a great help when 
many calls have to be made and time is pressing 


$.N.C.F. POINTS TO BETTER TRAVEL 


SPEED French Railways have ‘the | and reasonable charges. On certain 
fastest trains (steam, diesel and eleo- | trains, where there is no dining car, 
tric) in Europe-——in some cases the light refreshments are served on the 
fastest in the world. train. 

GHEAP RATES offered to Continental | yoyriST TICKETS offer reductions of 
20% and 30% offordinary fares for 


triage of exhibition materials. minimum journeys of at least 1,500 
wagon-ts bert (ist and aad dase} | onan bocmin? The ens 
wagon-lits Ist 
are are avaiable : d booklet a bookies “Frome geal 
MEALS EN ROUTE France’s station i AR 
buffets are famed for excellent cuisine lek, Sis. coneede eaill do. 


Information, tickets and reservations from any good Travel Agent or 


si, FRENCH RAILWAYS LTD 


179 Piccadilly, ne 
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to the annual report of the British Electrical and Allied 
Manufacturers’ Association, the total value of the industry’s 
exports rose by 15 per cent, to £218 million, making it the 
second most important exporting industry in the country 
after motor vehicles). But within this continued expansion 
the overseas sales of different types of equipment showed 
sharp contrasts. 


Exports of the heavier types of capital equipment rose 
slightly, being limited mainly by supplies of materials or 
by the capacity manufacturers could put to work ; this is 
still a seller’s market, where price matters less than delivery 
dates in obtaining orders. Exports of electrical machinery 
as a whole rose by about £10} million, and exports of 
cables and wires by £84 million. At the other end of the 
scale, exports of domestic equipment fell sharply through- 
out the year, and home sales were hampered by high pur- 
chase tax and hire purchase restrictions ; so production was 
cut by up to §0 per cent in some factories making 
durable consumer goods such as vacuum cleaners, 
refrigerators and washing machines. If overseas import 


COMPETITION IN ELECTRICAL EXPORTS, 1949-52 
(£ million) 





estrictions remain in force, these exports cannot be 
expected to recover much this. year, while the heavy end 
of the industry is still short of labour. Transfer of 
resources between sections of the industry may not be 
practicable on a large scale; but without it, further 
expansion in electrical exports as a whole may be difficult. 


Competition from Germany and Japan, as expected, is 
increasing ; in the Far East Japan has now found itself 
able to obtain business by short delivery dates alone, and 
has raised its prices towards British levels for electrical 
equipment. Germany’s credit arrangements and export 
incentive schemes are ambitious, if not yet quite as extensive 
as some British manufacturers had feared. But it is worth 
noting that the largest exporter of electrical equipment, and 
Britain’s most important competitor, is the United States. 
And the United States is more lavishly equipped as regards 
credit facilities than any other competitor, with credits from 
the Export-Import Bank and the International Bank. Power 
development schemes financed by the International Bank 

4 “nce its inception have usually meant contracts for 
America ; partly. because American consulting engineers, 
who have usually been on the technical missions sent to 
investigate the projects, have none of the professional 
reluctance to-recommend their country’s manufacturers that 
inhibits British consultants. There now seems some likeli- 
hood, says BEAMA, that the British consultants may 

become slightly more commercial—and that the Inter- 
national Bank, in recruiting its technical teams, may include 
some British engineers. ‘ 


Shortfall in Small Savings 


é 


LTHOUGH total private saving increased in 1952, the 

national savings movement has fallen on lean days. 
Its tally of small savings remaining invested declined 
during the financial year by as much as £163 million (if 
allowance is made for the repayment of £45 million of 
defence bonds) and by £73 million even if account is taken 
of accrued interest remaining invested. This is the greatest 
rate of net withdrawals ever recorded in a single year. It 
is true that gross receipts of small savings showed an 
increase of some £34 million for the year, but this was more 
than offset by an increase of some: £65 million in repay- 
ments (excluding defence bonds redeemed at maturity). 
Some {£15 million of the increase in gross receipts and some 
£12 million of the increase in gross repayments occurred in 


+ 


SMALL SAVINGS 
(£ million) 













1951-52 1952-53 
Gross Repay- Net Gross | Repay- Net 
receipts | ments | change 


receipts | ments’ | change 











Savings Certificates ...... 156 | 136 











+ 2] 169 | 139 | + 20 

Defence Bonds ........:. 57 | 1°) — 15 72 83* |} - 
Post Office Savings Bank. | 342 | 440 | — 98] 345 #1 | — 115 
Trustee Savings Banks... ] 376 | 371 | + 5] 389 | #1 |— 2 
POM Gis vewakecas ‘ie 932 | 1019 f= a 966 1,084 — 08 


* Excluding defence bonds repaid on maturity (£43 million in- 1951-52, and £45 
million in 1952-53). 


en 


defence bonds ; this was the natural consequence of the 
new issue of these bonds, carrying interest at 34 instead of 
3 per cent, which appeared in September, 1952. No less 
than {51 million of the increase in gross repayments, 
however, fell on balances in the Post Office Savings Bank 
and the Trustee Savings Banks—no doubt partly in reaction 
to the Inland Revenue’s tax probe. National savings certifi- 
cates may have received part of the backwash from these 
withdrawals ; gross receipts and gross withdrawals both 
rose by {£3 million. But the impression remains that 
this devoted and hard-working movement urgently needs a 
helpful shot in the arm from government economic policy ; 
and the minor exemption from stamp duty on certain 
documents used by the savings groups—which Mr Butler 
announced in his Budget speech—hardiy seems likely to 
effect it. 


A Surplus for Australia? 


USTRALIA is now entering upon an election campaign 

for the Senate, and therefore into a period of cheerful 
economic utterances from the Government leaders. Mr 
Menzies told a Brisbane audience this week that the 
Australian budget in September will bring “ important and 
valuable tax reductions,” which will not be effected in a 
“ conservative or Over-cautious spirit.” More important. 
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the Treasurer, Sir Arthur Fadden, has estimated that 
Australia may succeed in adding “well over” £Atoo 
million to its international reserves in the year to June, 
1953. As the Australian economy will have benefited from 
considerable overseas borrowing during the year (as in every 
year since 1945), this does not necessarily indicate a current 
account surplus of this magnitude ; but it certainly consti- 
tutes a notable contrast with its huge current account deficit 
of £A576 million in 1951-§2. 

The year’s recovery is due almost entirely to an improve- 
ment in Australia’s visible balance, from a deficit of some 
£A380 million in 1951-52 to an expected surplus of about 
£A300 million in 1952-53. For the first nine months of 
1952-53 the visible surplus has been {A249 million. © Sir 
Arthur pointed with some satisfaction to the increase in 
exports, fram £A675 million in 1951-52 to some {A800 
million in the present year—though this has, in fact, played 
a relatively minor part in effecting the improvement ; by 
far the biggest factor, of course, has been the import cuts, 
which are likely to reduce Australia’s:imports to about 
£Asoo million in the current year, or less than half the 
inflated figure for 1951-52. Nevertheless, the expansion 
in primary production to which Sir Arthur referred— 
especially in butter, grains and sugar—does indeed consti- 

_tute a notable and encouraging improvement upon the 
figures for the drought-affected year 1951-52. The greater 
is the importance, therefore, that internal inflation should 
not be allowed to sweep the sources of this recovery away. 
It perhaps needs to be re-emphasised that critics of 
Australian economic policy in this country have never 
cavilled at Australians “ earning a high standard of living ”. ; 
what they have cavilled at is the bland assumption that-if 
inflation there runs away—as it did last year—then it must 
continue to be supported by subventions from the rest 
of the sterling area. In 1951-52 these subventions (as 
measured by the financing of Australia’s net current account 
deficit) reached the staggering figure of nearly £A7o per 
head of the dominion’s population ; those who pay the 
piper to this extent can surely be allowed to sing a slightly 
plaintive tune. ' 


. Drachma Devalued 


-y* HE Greek authorities last week-end announced a §0 per 
: cent devaluation of the drachma. This move raises 
the rate of the U.S. dollar in Greece from 15,000 to 30,000 
drachmae. The official rate for sterling has been raised 
correspondingly, from 42,000 to 84,000 drachmae. A devel- 
opment of this character has long been regarded as inevit- 
able. The level of prices and the cost of living in Greece 
had lost all touch with the previous official rates for the 
currency. In the unofficial foreign exchange market, trans- 
actions in sterling had recently taken place on the basis of 
100,000 drachmae. The fact that the new official rate has 
not wholly caught up with the black market rate does not, 
however, necessarily indicate that the devaluation has been 
inadequate. Black market rates, reflecting as they do, 
illegal flights of capital, invariably tend to undervalue the 
currency concerned. Superficial indications suggest that 
the new parity is near the equilibrium rate indicated by the 
domestic purchasing power of the drachma. 
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ff the Greek authorities can now achieve equilibrium jn 
their budget and arrest the steady inflation of means of py 
ments that has been proceeding throughout the postwar 
period, there is no reason why the new parity should no 
become the basis of a long period of stability. The balance 
of payments, however, is still in considerable deficit. {n 
19§2 visible exports, valued at $120 million, were not mu-h 
more than one-third of the value of imports. Earning. »{ 
Greek shipping should go.a long way to make up this dif -r- 
ence, but it can be assumed that the bulk of these earnin:;, 
instead of being handed over to the Greek authorities, .-- 
salted away abroad. The Greek Government has tain 
special measures to build up domestic confidence in 
new rate of exchange. In particular, it has arranged ; 
stantial imports of sugar, frozen meat, cereals and can 
milk, so that for a time at least there should be plen: 
supplies of food in the shops to exchange against : 
currency at the prices that are rapidly being establis 
following the devaluation. Heroic measures will, howe: 
need to be taken to safeguard the balance of paymen 
given the fact that help from the United States is likely 
diminish in the months to come, The devaluation of 
drachma was referred to and approved by the Internatio: 
Monetary Fund, which has welcomed it as a contribution 
the stability of the Greek economy. 


EMI Records in America 


HE news that Electric and Musical Industries Limited 
1 is forming a new company to distribute its records 
in America gives the first clear indication of the group's 
response to the big changes caused in the arrangements 0! 
its recording companies by developments in the recor 
industry during the past year. Until the beginning of th: 
year, the British Columbia company (a subsidiary of EM!) 
and che American Columbia company distributed each 
others’ recordings in the territories in which each held th- 
rights of the Columbia trade-mark. But from January this 
arrangement was terminated, and EMI’s right to distribu': 
the American Columbia catalogue outside America was 
transferred to the Dutch Philips group. As a corollary) 
the American Columbia company is no longer pressing and 
distributing in America recordings made under the British 
Columbia name by EMI in this country. EMI record: 
carrying the “ His Master’s Voice ” trade-mark are handled 
in America by the American Columbia company’s rival, 
RCA-Victor, which’ presses discs from matrices and tape 
recordings made here by EMI. The British Columbi: 
recordings, however, instead “of being brought into this 
arrangement, will be handled in America exclusively by the 
new American company to be set up and owned by EMI. 
A new trade-mark will, however, have to be found for them, 
since the American Columbia company owns the rights to 
the Columbia name im America. 

The formation of this new company, in preference the 
negotiation of an exchange of catalogues with another 
American producer, may foreshadow a more aggressive 
selling policy by EMI. Since the group began its tardy 
introduction of micro-groove records last October, it has 
recorded about 160 titles on the long-playing 33 rpm 
records and more than 200 on the 45 tpm discs (these latter 
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UNION CORPORATION, LIMITED 


(Incorporated in the Union of South Africa.) 


ABRIDGED REPORT OF THE DIRECTORS FOR YEAR 1952. 


After providing £516, 28 for United Kingdom taxation the profit for the year 
'e £1,058 nies £313,541 brought forward, making a total of €1,371.686. The 
Directors \e placed £400,000 to the credit of Exploration Reserve Aceount, 
: iared @ final dividend of 10d. United Kingdom currency per 2s. 6d. 


t hay 
ami a 


ee aie United Kingderh Income Tax, absorbing £387,500, and makin 
— the im dividend of 6d, per 2s, 6d. share, a total distribution of 1s. Pi 
per 2s hare free of United Kingdom Income Tax or £620,000 for the year, 
raving 686 to be carried forward. 

in J 1952, each of the Corporation’s Ordinary Shares of 12s. 6d. was 
sab-divic to five Ordinary Shares of 2°. 6d. each. 

Holdings of shares, debentures and other securities have been taken Into the 
Accounts at cost or under but in no case above the market value of December 31 
last, or, where no market price exists, above the Directors’ valuation. At present 
market | s these holdings show a very substantial surplus over the amount 
at which (hey stand in the Balance Sheet. The Directors, as on other occasions, 


have thought it expedient to write down the book cost of certain holdings below 
both cost and marke’ price. 

A copy of the Corporation’s Annual Trade Cycles Chart, revised to date, is 
encloses th the Report. 


GOLD MINING INTERESTS 
Summary of the operating results for the past. year of the Companies operating 
in the Witwatersrand in whieh the Corporation is largely concerned :-— 








ed The | j ' 
Geduid | Grootviet {Martevale| St. (Van Dyk 
| Bast Pro- Pro- Con- Helena Con- 
Geduld | prietary | prietary |solidated| Gold  (|solidated 
| Mines, Mines, Mines, Mines, Mines, Mines, 
| Ltd.” | Ltd. Ltd. ltd. | Ltd. | Ltd 
Tone wil _ | 1,725,000 1,253,000 | 2,316,000| 723,000 | 598,000 1,248,000 
Yield per ton, dwt, 6.00 2.90 4.33 6.01 | 3.96 ; 296 . 
Working Costs ; ; 
rton | 278. 2d, | 29s. Od. | 268, 2d. | 38s. Od. 46s. Gd. | 34s. 84. 
Working Profit, i | oe 
"per ton | 48 Tél. asia sa | oc | ws | 3s. 04 
Total VW y | ; i 
Profit £4,274,000 £469,000 £3,376,000 £948,000 £123,000 £189,000 
Net Profit £2,029,000 £1,055,000 £1,621,000; £507,000 £130,000 £186,600 
Divid tal €1,837,000 £913,000 £1,430,000 £375,000 ~- ji — 


| 
Per St t or ' ' } | | 


Share | 48. 1d. | 228. 6@.' 2s. O@. | 18. 84.' — =n 


ficures, ineiade revenue from.other sources. Thus East Geduld Mines’ dividend 
' ‘ shareholding in The Grootviel Proprietary Mines was £67,200 and Geduld Pro- 
} nd income in 1952 on ite shareholdings in East Geduld Mines and The Groctvie 
I us £720,270 
ond werking profits of Bt. Helena Gold Mines, Limited, increased gradually but 
veer. The amount of payatle footage disclosed by the accelerated development 
I re Unan three times that in the previous year, although the values were somewhat 
{ capital funds in 1962 amounted to £673,900, of which £267,613 was for develop- 
es of that covered by working costs. 


THE WITHOK PROPRIETARY COMPANY.—No prospecting operations have been carried 
out by this Company since the completion of the berehole referred te in last year’s Report. 
interests in Gold Mining Companies net under the administration of the Corporation : 

STILPONTELIN GOLD MINING COMPANY.—-Since thie Company commenced milling in July, 
1952, production and profits have steadily improved. The capacity of the reduction plant ix to be 
increased by the end of 1953 te 80,006 tons per month. ‘To provide funds for this and for the necemary 
expansion of mining operations, the Company, in November lust, made an offer of shares to ite share- 
bokders in which the Corporation participated. 

WESTERN HOLDINGS.—-Development work te date hae chown a high pereentage of payability 
with good values on the Basal Reef. In prepération for production test rons of the reduction plant 
have been carried out successfully. The capacity of the plant is being expanded from 50,000 to 75,008 


tone per month. 
OTHER MINING INTERESTS 

SAN FRANCISCO MINES OF MEXICO.—This Company earned a Working Profit of £3,474,000 in 
the year ended 30th September, 1951, and paid a dividend of és. Od. per 10s. 0.d Stock unit inreepect of that 
year compared with 3a. Od. per anit for the preceding year (after allowing for the bonus issue of 1 for 1 in 
May, 1951). Im the year to 30th September, 1952, 657,000 tons of lead-zine-silyer ore were milled 
compared with 597,406 tons in the previous year, Operations during the first three months of the year 
were curtailed by power cuta and a fire in the South Shaft affected production in January, 1952, bub 
during the remainder of the year the mill worked to its expanded capacity of approximately 60,000 
inetric tons per month. 

CHROME MINES OF SOUTH APRICA.—Owing to the limited number of trucks made available 
by the South African Railways, production had to be restricted at both the Zwartkop and Groethoels 
Mines and large stockpiles have accunaulated at the Mines against orders in hand. 

Interest in other Mining Companies not under the administration of the Corporation : 

TSUMEB CORPORATION.—The net profit of this Company for the year ended 20th June, 1992, 
wae £4.645.443, compared with £2,966,943 for the previous year and dividends totalling 14s. Od. per share 
were declared. During the first nine months of the Company's financial year dividends totalling 10s. Gd, 


per share have been declared. 
OTHER INTERESTS 

BAY HALL TRUST.—The net profit for 1962 was £96,845 and » dividend of 7 per cent. free of 
tax was deciared. The Trust's investments as at December Slet lect showed an appreciation of £422,419 
over book cost of €2,180,144, 

BRITISH ENKA.——Production i» 1961 wae further increased. Net profits for the year rose te 
£419,415, to which was added £84,688 im respect of taxation and deferred repairs over-provided im 
previous years and no longer required, making a total of £504,103. Dividend of 10 per cent. was again 
paid, absorbing £98,437. £350,000 was transferred to General Reserve and Carry Forward was increased 
by £55,666. During 1952 the Company was forved to reduce production owing to a severe recession in 
trade. 

SOUTH APRICAN PULP AND PAPER INDUSTRIBS.—Douring the year production and sales 
were again increased notwithstanding a substantial fall in the price of imported papers in the latter half 
of the year. The net profit for 1952, after making provision for taxation and depreciation, amounted 
to £424,149. Dividends totalling 2s. Od. per share have been declared. 

The second and larger of the two additional paper machines at the Enetra Mill is expected to start 
commercial production shortly, Satisfactory progress ix being made in the erection and construction 
of the new Mili in Natal. To provide funds to complete the prograrome the Company hae recentiy 
made arrangements to obtain a further long term loan of £750,000 from The South African Mutual Life 


Assurance Society 
EXPLORATION 

During the year Capital Mining Areas, Limited, increased the area it holds ender option in the 
Beihal and adjoining Distriete of the Transvaal. For the sake of convenience, the bulk of the options, 
covering an extensive area about which very little is known at present, were apportioned amongst five 
new small exploratory Companies, which are subsidiaries of the Corporation, leaving Capital Mining 
Areas to confine ite energies to drilling a limited area within which it has obtained some ercouraging gold 
values in the Kimberley Reef A good deal of drilling remains to be dene before any conelusions can 
be drawn as to the economic possibilities of this limited area. 

Central Mineral Exploration carried cut further exploration work during the year on its concessions 
im the Miala area of Tanganyika. 

Copies of the foll Repert and Accounts can be obtained on application at the London Office. Princes 
House, 95, Gresham Street, E.C2. 











ASSURANCE COMPANY LIMITED 


Chairman: G. R. L. TILLEY, M.A., F.C.1.S. 








Sheet for the year ending 3!st December, 1952. 


INVESTMENTS 
The Assets show an increase of £6,966,734. The valuation 
cf the investments taking Stock Exchange securities at middle 
market prices showed a comfortable margin compared with 
the values shown in the Balance Sheet after taking into 
account the Investments Reserve Funds. 


LIFE BRANCHES 
in the two Life Branches the total sums assured on new 
policies issued amounted to £47,010,518 compared with 
£42,453,837 for 1951 and the total sums assured and bonuses in 
force (including the Capital Redemption Fund) amounted 
to nearly £469 million (an increase for the year of over 
£19 million), | 


} 
Points from the Annual Report and Balance 
| 


CHIEF OFFICES: HIGH HOLBORN, LONDON, W.C.l. 


GROSS INCOME £39,835,966 





FIRE AND ACCIDENT 


in this Branch the premium income was £6,684,696, 


REVERSIONARY BONUSES 


ORDINARY BRANCH—A reversionary bonus of £1 ISs. Od. 
per £100 sum assured on United Kingdom policies entitled 
to participate in full profits. 


INDUSTRIAL BRANCH—A sum of £1,607,135 has been 
allocated to provide bonuses and other benefits to 
policyholders in the Industrial Branch making a total 
allocation up to date of £20,897,068. 
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HOME SERVICE 
INSURANCE 
NERVES 
OVER 
TEN MILLION 
FAMILIES 












Issued by the 
Industrial Life Offices 
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Paper for everyone 


Your daily newspaper is one of millions printed in a matter of 
hours. Such speed necessitates ultra-fast-drying inks and a 
uniform printing surface — not too porous, not too hard — a 
surface in fact which is super-calendered. In developing the 
high-speed manufacture of British super-calendered newsprint, 
the Reed mills have played a great part in establishing the 
high standards of printing and photographic reproduction of 
which Britain’s newspapers are so justly proud. And in every 
other field of its activity — whether paper or packaging — the 
Reed Paper Group, by studying and solving the particular 


problems of its customers, makes better paper serve more people. 


Pioneers in modern paper technology 


Ree 


se @ 
% °° 
fr 6% 


Head Office: ros Piccadilly London W.1 





ALBERT E. REED & CO. LTD 


THE LONDON PAPER MILLS 00. LTD + RMPIRE PAPER MILLS LTD 
THE MEDWAY CORRUGATED PAPER OO. LTD 
MEDWAY PAPER SACKS LTD BROOKGATS INDUSTRIES LTO 
THE NATIONAL CORRUGATED PAPER OO. LTD 
REBD FLONG LTD + HYGIENE PRODUOTS (GREAT BRITAIN) LTD 
POWELL LANE MANUFACTURING OO, LTD 
B. B. FREEMAN & WESOOTT LTD “ REED PAPER SALES LTD 
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y-inch play no longer than the standard 10 fo 12 inch 
78 ron discs but, like the 33 rpm, are less fragile and are 
relatively free from surface hiss). In this second type of 
micr’ groove record EMI is aiming directly at the juke box 
market. The Decca Record ’ export sales 
reached £1 million last year, a high proportion of which was 
earncd in the United States—has already discovered that its 
cgles of records are far higher when distributed by its own 
agency in the United States than when they were handled 
by tne American Decca company as a second string to the 
sale of American recordings. British Decca’s recordings are 
now sold in America by London Records, Inc., and in 
setting up Electric and Musical Industries (US) Limited, 
EMI is presumably following Decca’s example in the 
expectation of repeating Decca’s success. 


D-Marks Rather than Dollars 


more favour on direct investment in Canada by 
British business organisations, it is still barring the way 
for personal investment there. Zealously guarding the 
gate, the Treasury has refused. to provide dollars for sub- 


A’ rHouGH the British Government is now looking with 


scriptions by British shareholders in Aluminum Ltd. to 
the recently announced “ rights ” issue by that company— 
even though the issue, of 818,657 shares at a price that 
will not exceed Canadian $37.50 a share, seems as 


attractive as amy issue in the (possibly over-expanding) 
aluminium industry could reasonably be. But although 
the Treasury has locked the front gate, the Capital Issues 
Committee has shown these shareholders the gap in the 
hedge. In giving its consent to the flotation of the issue 
in London, the committee points out it will be possible for 
British shareholders “to take up their rights by selling 
certain foreign currency securities or blocked foreign 
currency funds, as in the case of the 1951 rights issue.” In 
other words, shareholders can exercise their rights in a 
roundabout way by purchasing D-marks, which stand at 
a small premium to the dollars that can finally be purchased 
against them. Investors have long been aware of this 
circuitous route into Canadian investment, but it seems a 
little strange that a British government agency has so neatly 
signposted the way. 


Gas in the Potteries 


i is changeover from batth to continuous firing of 
pottery that has been taking place during the past 
20 years constitutes a minor technical revolution in the 
industry, and one involving a radical switch from one type 
of fuel to another. Before the war, the potteries used about 
@ million tons of coal a year. This has fallen to 400,000 
tons. Meanwhile the consumption of gas has risen from 
7-4 milion cubie feet in 1932 to 4,760.6 million last year. 
Consumption of electricity has also risen, but gas 1s the 
industry's major fuel. 


# 
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The reason. for the change in fuels arises out of the 
difference in the two firing processes. The old beehive 
kiln was bricked up when the ware had been stacked in it 
and was coal-fired from outside, The fumes that would 
have contaminated the ware were for the most’ part drawn 
off by the roof of the kiln. This process of firing lasted 
for five days, allowing for the heating and the cooling of 
the kiln ; drying processes carried out at lower temperatures 
by some sections of the industry took as long as 14 days. 
The change from batch firing by these methods to the use 
of continuously fired tunnel ovens through which the ware 
passes in 34 hours has speeded up production, but has also 
created technical problems for which it has taken some 
years to find a satisfactory solution. Since the ware is 
packed almost to, the roof of the continuous tunnel, the 
fuel has to be exceptionally clean. Electricity, which is 
probably the best fuel in this respect, is generally too expen- 
sive ; even with gas, extra oxygen has to be pumped into 
the tunnel to make certain that all carbon particles are 
completely burned. 

The installation of continuous tunnels has brought with 
it a big increase in capacity. Some potteries have re- 
equipped on the basis of one tunnel for as many as eight 
beehive kilns put out of commission, and the wiser among 
them have installed several small tunnels rather than one 
large one. But over the industry as a whole, this increased 
Capacity is not at present fully employed. When the 
Coronation souvenirs have all been made sections of the 
industry expect trade to slacken. 


SHORTER NOTES 


Supported by a record output of pig iron, steel produc- 
tion in March was at the rate of 351,300 ingot tons a 
week, the highest ever recorded in this month (though 
slightly lower than in February), In the first quarter 
of 1953, 4,552,000 tons of steel were produced, 
compared with 4,261,000 tons in the last quarter of 1952, 
and with 3,998,000 tons in the first quarter of last year. 


* 


Timber importers have welcomed the reduction of §s. a 
standard in the contribution they make to the demurrage 
fund for timber cargoes arriving in this country from the 
Baltic. The rate has been cut to 2s. a standard, from the 
previous 7s. The average freight rate is at present about 
£8 5s. a standard for Baltic cargoes. The fund came into 
existence to operate as an imsurance when congestion at 
ports brought about a risk of delays that might cost an™ 
importer up to £500 per shipload in demurrage. Improved 
shipping conditions at ports of late have reduced the time 
and risks of delays. 


* 
Through the British Institute of Management, the 
Harvard School of Business Administration is again offering 


management training for two junior executives from British~ 


industry, commencing this autumn. The course will last 
two years ; the Harvard authorities will grant each student 
$1,200 a year to cover board and tuition providing that this 
sum is matched by the British employer. 
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| Company Notes 


BRITISH ALUMINIUM. § The full 
accounts of British Aluminium for the year to 
December 31st tell an uninspiring story in a 
singularly uninspired way. Without any help 
from the directors, shareholders are left to 
= their own conclusions from the very 

ight fall in trading profits. (from £3,399,892 
0 £3,336,152) anda much bigger fall in net 
profits (which are shown after making appro- 
priations to plant replacements reserves) 
from £861,834 to £678,984. In themselves 
these figures are sufficient to explain why the 
ordinary dividend has been left unchanged at 
12 per cent, but shareholders in such an 
mportant concern as British Aluminium 
should certainly be given more background 
information about them: For example, the 
directors might reasonably have considered it 
their duty to explain in their report why the 
book value of stocks rose from £5,983,172 to 
£.7,402,344 last year. 


In the absence of any explanation, there 
are grounds for fearing that this increase may 
have reflected a piling up of stocks of unsold 
products in the company’s factories and ware- 
houses. The world supply of aluminium has 
recently been’ expanding rapidly, while 
British demand for it, particularly from the 
companies concerned with rearmament 
orders, may have slowed down. While the 
financial resources of British Aluminium 4are 
strong enough to tide the company over any 
period of slack in the industry that may now 
be emerging, shareholders should not cherish 
any high hopes of an early increase in divi- 
dend payments. At the current price of 
4is. 6d. xd, the £1 ordinary shares yield 5.8 


per cent. 


* 


BRITISH-AMERICAN TOBACCO. 
It is no mean feat of accounting skill to 
present the accounts of a world-wide net of 
trading subsidiaries in -one consolidated 
report. The accountants of British-American 
Tobacco, who have to do this year in and 
year out, deserve praise for their compilation, 
but its readers, the shareholders, need to 
exercise care in examining it. They must, for 
example, always remember that exchange 
controls restrict the available profits that can 
be transferred from the accounts of subsidiary 
companies to the holding company. Apart 
Years to Sept. 30, 

1951 1952 


Consolidated earnings 


£ é 
Trading pelt £6. 5k cs 46,682,958 46,265,944 
Total income... .. 48,090,553 47,990,858 
Leaf devaluation surplus* . ee 1,702,865 1,047,243 
Depreciation ............-.2, 2,207,108 2,219,076 
FARO is rn css iS oa eu ORS 21,219,088 20,829,500 
Net trofit Se RH, ae 19,986,965 18,606,523 
Ordimary dividends .... 5,563,664  5,860.636 
Ordinary dividends (per cent) é 15t 16}t 
Replacement reserves ........ 7,750,000 5,300,000 
Capital reserves... ...2..65.%5 1,995,496 3,149,520 
Revenue reserves ............ 5,533,260 4,475,876 
Added to group carry forward. 833.858 1,513,366 
Cons. balance sheet analysis 
Fixed assets, less depreciation. 29,538,346 35,316,372 
Net current assets. ........... 143,371,132 158,471,136 
Sicehe. 2. is ii 53 ees 142,658,244 159,063,180 
CaO Saco ines oe ccs ean ees 24,892,035 28,021,111 
enervih. 5. aca 3'cbunek setae 108,959,681 127,263,569 
Ordinary capital .........-... 23,757,761 23,757,761 


£1 ordinary stock at 110s. yields £5 7s. per cent. 


*Transferred to replacement reserves, +t Tax free. 


from the use and complication of profit reten- 
tions by subsidiaries, the main interest in 
BAT’s full report will be concentrated on the 
general stability of its profits and in the 
directors’ decision to raise the tax-free ordi- 
nary dividend from 15 to 16} per cent. This 
decision was discussed in these columns on 
March 28th, and the full report now gives 


investors the chance to examine the changes 
in assets and liabilities that lay behind it, 
and also behind the recent decision to 
capitalise £11.9 million from reserves. 


The report confirms that the decision to 
capitalise part of the reserves reflects a perma- 
nent growth in the group’s strength. Last 
year’s profit retentions helped to finance an 
increase of nearly £5.8 million in the net book 
value of fixed~assets, and of about {16.4 
million (to £159 million) in the book value of 
stocks ; this increase in stocks is partly due 
to a rise in prices, particularly of leaf tobacco, 
but it also reflects an increase in physical 
volume. The directors describe the present 
level of stocks as being “ more satisfactory in 
relation to the current trading position.” 
Another happier portent for the future is the 
reduction in the appropriations to replace- 
ment reserves; as the directors point out, 
this is a sign that world-wide inflationary 
fires are being damped down, 


* 


SWAN HUNTER. The tone of Mr 
J. W. Elliott’s address to shareholders of Swan 
Hunter is not a happy one for investors in 
the shipbuilding industry. Mr Elliott sug- 
gests that, as the adoption of welded in place 
of riveted structures becomes more general, 
Swan Hunter and other shipbuilding com- 
panies will be faced with heavy capital 
commitments ; and although he declares that 
Swan Hunter is determined to go ahead with 
its. reconstruction schemes, in order to keep 
up with its competitors, he does not believe 
that this will necessarily lead to higher profits. 
It can be inferred from his statement that 
Swan Hunter, for one, is more likely to 
finance this technological revolution by 
ploughing back profits rather than by raising 
new money on the capital market ; the impli- 
cation is therefore that shareholders can 
expect little in the way of bigger dividends 
in the next few years. 


There are other reasons why the special 
jubilee dividend of 10 per cent for 1952, 
which has been added to the maintained 
ordinary dividend of 18 per cent,- must 
be regarded as a non-recurring bonus. For 
one thing, the company needs to retain sub- 
stantial profits in order to finance contracts 
on which long-term credits have been 
granted, and Mr Elliott suggests that the 
granting of these credits may well become 
of even greater importance in the future. 
Secondly, Mr Elliott reports that the flow 
of new orders slowed down last year; 
although the company’s productive capacity 
should remain fully employed in the next 
three years or so while it cuts back the 
existing backlog of orders, the high costs of 
current construction and the recent reduc- 
tion in shipping earnings make the longer 
term prospect look less bright than it was. 
Moreover even in the short run Swan Hunter 
faces some difficult problems. It does not 
yet seem able to secure all the steel that 
it meeds. Last year the shortage of steel 
reduced the aggregate tonnage of ships 
launched from its shipyards and its trading 
profits fell from £3,001,942 to £2,709,966 ; 
Mr. Elliott suggests it will be some time 
before the adverse effects of the steel shortage 
will have worked themselves off in the ship- 
building industry. In these circumstances 
ordinary shareholders would be wise to base 
their yield calculations on an 18 per cent divi- 
dend ; on this basis the £1 ordinary shares 
at the current price of 66s. 3d. xd yield 
5.4 per cént. 
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SECURITY PRICES ANp 
YIELDS 








Price, | Pri rice,| Net 108s 
British — - — sn Yield, 
y Apr. 15, \ pr 

Guaranteed Stocks eee | a9 1955 2 1953 | 1953 = 

| } £.s. 4. i 
War Bonds 24% °52- sal on; S811 911 515 a 
Exchequer 24% 1955.' 9841, 998/113 0 215 4 
Exchequer 3° 1960. | 994i; 9948) 1 13 10 L 4 
Ser. Funding 18%, "53.4 995; 9 i 118 8 > § 
Ser. Funding 13% ohn 983 | 98 i193 0 4 | 
Ser, Punding 3% °55..| 1004%,' 100f| 1 9 9 5 
War Bonds oe 54. 56) 99 99H; 110 0 5 101 
Funding 23% 2-57. | 99 48; oot +4301 ul 
Nat. Def. 54-58...) 1004) 100§ | 1 11 2 > 6I 
War Loan &, 55-59.) 100" a 1122 7 > 71 
Savings 3% ‘35-65 . | 943 i2 3 6 Ll 
Funding 23% '56-61.. + 95 &*, sf 1118 8 9! 
Funding 3% "59-69,..) 89% | 89h | 2 9 0 91 
Funding 3% '66-68...| 91h | 918 | 2 6 8 7 
™ ‘ | (2 , 
Funding 4% °60-90.. :|98* 9A" + 5 : oi. S a 
Savings 3% ‘60-70... 88 | 88/2 9 8 2 01 
Savings 25% '64-67 ..| 86)" 874" 2 9 4 I 
Victory 4% °20-76 . | 10ly,) 101g} 2 1 «1 28 
Savings 3%, 65-75 . 85% 86 fy, 2 9 61319 61 
Consols 4%. (aft. 1957), 88R) 89u' 2 9 61410 FF 
Convs. 34% (aft. 1961)| 799 804/2 8 0.4 7 4 
Treas. 25% (aft 1975) 58% | 59%) 2 6.2.4 4 of 
Treas. 3% (aft. 1966).! 693 | 69%'2 7 614 5f 
Treas. 4% "77-80. . 914;2 8 014 2 21 
Redemption 3% 86-96) mh 30h (2 7 5/3 18 ll 
War Loan 34% aft. 1952) 8%) 8142 710\4 7 $F 
Consols 28% .....-.. | 59h | 604 2°5 9/4 5 2 
Br. Elec, 3% ‘68-13... 8 | 8661210 3) 319 9 
Br. Elec. 3% 74-77...) 349) 85h 12 9 3/319 31 
> ay | j +2 6:0 4 4 Be 
Br. Elec. 44% "74-79 .|1004 (10084) 5 6 3/4 4 4 
Br: Elec, 3% "16-79.; 908 | 91%} 2 7 614 0 9 
Br. Trans. 5% °78-88.| 804) 81g | 2 9 4/4 Olt! 
Br. Trans 3%, we 4 85 86 ;210 5) 319! 
a 12 7.0/4 4 Se 
Br. Gas 3% 90-95 . * ol 8 2;319 TI 
Br. Gas 34% "69-71 . 43 93 3127 4/4 ~«0 5) 
Br. 1. & S. 5}% '79-81) ar) 3 ria 794 1 7 
(e) To earliest date. ) Flat as (J) To latest date 
ts) Assumed average life 13 years approx. * Ex diviiend 
Last Two | | Price Price, Yield 
Dividends | Ordinary . §, |Apr. 15, Apr. 15, 
a) (6) fey wes | 1955 _ 

i a. 
® a a! 8 dingis Am. 10/-. 7 F140 
25 6) => ajAnglo-Iran {1..) - Foca 4.5 4 4 
lhe BM |Assoc, Elec. ‘i.| 79/- | @0/- |5 0 0 
20 6 Assoc. P.Cem. {1106/3 |111/3 | 4 18 Ll 
10 a 33 bBass{1....... \12/3 1122/6 | 7 0 6 
1c W alBoots 5/-.. 2. 39/6 | 19/6 |5 27 
3a 7 #\Brad, Dyers £1. 26/- 28/6 |7 0 4 
44a, _6}6|Br. Celanese 10/- 23/3 | 24/9 | 4 8 Ul 
+ | 17h [Br. MotorCp. 5/-| 6/3 | 1/- | 7 8 Js 
bal 9 ?\Br. Oxygen {1:. | 51/6" §3/6* | 512 2 
3a) 5 biCan. Pac. $25..| $51} $51 [5 6 2 
uo ¥ alCoats {1/...... 45/- | 46/6 |5 7 6 

6| > alCourtaulds {1..| 39/9 | 40/9 | 510 5 
16c} 2alCunard {1..... laij- | 42/- | 712 5 
15 0 if stillers 4/- ...| 16/6 | 17/- | 5 5U 
7kc|  :The|Dunlop £1..... | 48/9 | 48/9 |7 3 7 
15..c) 15 -Ford £2). 1.50. 56/104) 58/ 15 5 9 
15 | Sfa\Gen. Elect. £1..} 43/6 | 42/6 | 5 5 lip 
10 5} 5 alGuest Keen f1.| 52/9 | 52/6 | 514 3 
7 a iO biGuinness 10/-..| 29/6 30/—- 515 4 
44a| Spo|Hawker Sid. £2.) 37/3 | 39/6 15 13 
13 c| 5 ajlmp. Chem. {1.| 45/9 | 46/1é pen 
13ha) 11% 5 Imp. Tobaceo{1) 54/9 | 54/- | 7 8 w% 

ee aes om Nick. n.p...| $7 $734 )6 6 4 

The) me burg Con. £1.) 66/ 65/- 5 7 8 
da} 10 AiLancs. Cotton £1) 42/3 | 43/9 | 6 17 2 
Tha| 10 biLon. Brick £1. .} 63/1} | 63/9 | 5 9 10 
65 6} 15 al\Marks&Sp.A5/-| 53/- | 54/6 | 315 5 
64a| '1§4|Monsanto 5/-... 20/6* | 20/6" | 4 9 5 
6a 14 bdiP. & O. Def. {1.\ 61/- | 61/6 | 6 10 | 
1740} — t4alP. Johnson 10/-.. 32/- | 33/6 | 7 9 5 

100 <f105 Ne Peident. ‘a’ {li 37 3m | 5 1:10 
175 6 oe dunentes | 1ey* | -16g* [13 10 8 
10 6 5 ajRolls Ro 61/3 | 62/6 | 416 0 

t10 6 tS a\“Shell” Stk. 1 A 80/7} | 83/9 | 5 4 If 
34a): 8} b/ Tube Invest. 60/- | 60/6 | 419 %* 
5a) 20 d\Tur. Newall £ 4 51/3 }.53/9 | 415 \™ 
8415 = § a|Unilever {1... ‘| 46/3 | 48/3 |5 1 

10 c 12}c\Union Castle £1) 26/6 | 26/6 | 414 *% 
5a| 5 bjlinion Disc. {1.| 41/- | 43/- | 415 ° 
164) t4ha\Utd. Molass. 10") 29/3 | 3/3 16 5 5 
30-6; Thai. SuaBetong (1) 35/- |°36/104|20 6 9 
10 6 24alVickers {1..... 45/6 | 49/3 |5 1 © 
__15 a| 4 bWoolworth 5/- .' 51/9 | 54/-_ | § 1} 1° 


(a) Int. (0) Pin. {¢) Div, whole yr. .f) Vield basis 21 8 
s. (g) Div declared for 4 months. Yield basis 10;°. 


hy Yield basis 15%. 
Rents is 124%, | (n) Yield 
basis 114% 


hk) Yield basis 64%, 
40% 
* Ex div. 


(m) Ye! 4 
Yield basis 20°0- 
- Pree of tax 
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THE EC 
Statistical Summary 








Ss 
EXCHEQUER RETURNS 
For the cleven days ended April 11, 1953, total 
ordinary revenue was £132,006,000, against 
ordinary expenditure of £126,566,000 and issues 
to sink funds {287,000. Thus, including 
sinking ‘und allocations of £287,000 the 
gurplus accrued since April 1, 1953, was 
5,152,000 compared with a «deficit of 
t 4.935,000 for the corresponding period of the 
previous ancial year. 
Dassen 
Esti- = 5 12 ll 
ais Financial year | days | days 
1953.54 ended | ended 
|} Ape. | Apr. 
£°000 191-52 | 1980-5 some skate 


Receipts into the Exchequer 
REVENUE | (£ thousand) 
en 






































ORD. RE t 
esas Ta x .. 11782,25091668,749 736,233 61,956! 65,050 
Sur-tax . | 127,000] 129.600; 131,200] 6,200) .4,200 
Death Duties | 160,000} 183,000} 151,850] 5,100) 7,600 
Stamps 52,000 1,900; 1,700 
Profits Tax & EPT)| 214,000 16,600; 9,000 
Bxcess Profits Levy 99,500 oon | 600 

ial ~Contribu- 

ee and other } 1,000 

Inland Revenue. | J 
Total Inland Rev. 2435,750 (2361,919 |2450,603 
Customs 1044,300] 998,497 11024,498 
Excise 680,480} 753,285 | 739,093 
Total Customs i i 

Excise '1724,780 11751,782 |1763,591 

i ee 

Motor Duties | 69,000] 65,211) 67,658 
Sorplusfrom Tradg.}; .. 75,455 
PO (Net. rece 2,685 ane Ba 
Broadcast ences} 16,000] 14,150; 14,800 
Sundry Loans 25,000] 25,393; 24,681 
Miscell. (incl. Sur-} | 

plus War Stores)| 95,000] 139,482} 117,382 
Total Ord. Reve 3 ] 


ue 4368,215 


433,392 '4458,715 


SELP-BALANCING 


Post Office | 224,615 5,100} 4,500 
Income Tax on EPT} | 

Refunds 3,300 §17) 229 
Total $596,130 


Issues out of the Exchequer 
to meet payments (£ thousand) 


Int. & Man. of } 
































Debt 615,000 
Paymetits to N 

Ireland 48,000 39,435 | 44,662] 1,360 1,469 
Other Cons. Funds| 10,000 11,678) 10,483 ll 5 
Total 673,000] 564,712 | 631,555] 31,992 29,966 
Supply Services. .. |3586,286 13461,547 |3683,809 133200 96,600 
Total Ord. Expend. 4259,286 4026,259 4315,364 j165192 126566 
Sinking Fund aa 27,400| 35,227} 556|. 287 
Total (excl. Self i 

Balancing E xpd.) |4259,286 4053,659 |4350,591 1165748 126853 
SELF-BALANCING Fee c 
Post Office 224,615} 190,050; 209,900} 5,100) 4,500 
Income Tax on } PT} | ; 

Refunds ..| $3,300 5,525}; 5,192 517 229 
Total 4487,201 4249,234 (4565 683 |171365 131582 

1 ' 

After" ‘ecreasing Exchequer balances by 
aay 557 £2,933,997,. the other operations 
or the eleven days increased the National Debt 


by 49,950.889 from £26,050 million at March 
Sist to {26,060 million. 
ae RECEIPTS (¢ tHoUvSsAND) 





= Settlement (Facilities) Acts, 1919 and 1921 .... 12 
ton (Centralised Buying) Act, 1947, s. 21(3)...... 3,750 
calles e. eae 5” oie 
net ISSUES (¢ rHOUSAND) 
and Telegraph (Money) Act WO a fons ie 1,600 
BPT Defends ee et sa ae 280 
} Act, 1936, 8. SR hh ee he ae, 1,130 
Local (Scotland) Act, 1950, 6. 94(2).....5....2.+- 945 
£ uthorities Loans Act, 1945, s. 31) ....:..--. 12,100 
Ceara 8; 1946 andl 1952 on 1271 
and 1950 eee —— 5 
Ooenpement ‘ { Inventions Act, 1948, s. 11(1)...-.-. 50 
> Nesources Development Act, 1948, s. 17(1), 
l Developeaneisc 200, 2 ree Pe 500 


aneous Financial Provisions 


War Damage : Board of Act, 1946, s. 2(1), 


Poni Contry Planning ets, 1947 1S, {00 
Acts, 1946 and 1947 > Postwar Credits... .... 542 


| 

660) 60 
91,806| 88,210 
34,153} 27,932 
5,985 5,130 
40,138) 33,062 
wa 3,281 
“ei a 
6,002} 7,398 
140813/132006 










CHANGES IN DEBT (f ruovsann) 
Receipts PAYMENTS 
as Bills ...... 59,456 24% Def. Bonds.... 1,675 
at. Savings Certs.. 2,500 3% Def. Bonds..... 4,175 
34% Def. Bonds.... 2,685 | 26% Nat. War Bonds” 
Tax Reserve Certs... 6,923 1951- 150 
Other debt Otherdebt = 
Internal ......... 8,047 External «i... 2. ll 
Ways and Means 
Advances ........ 63,650 
79,611 69,661 









Treasury 
Bills 






Ways & Means 
Advances 









RO ss ese posits Float- 
Shlic | BE Of} b ing 
Tender | Tap Public | See aks Debt 


















Apl. 12 
1953 


Jan. 10 . 249: - m 7 
» 17 |3,010-0 }1,569-6 | 251- oe wo 4,831- 
wo 24 1|2,980-0 }1,515-9 | 268- ese ee 4,764- 
«» Si | 2,940-0 | 1494-2 } 250- ous a 4,684 





* In consequence of official purchases of tender bills in 
connection with cash subscriptions to the new issues of Serial 


Funding Stock, it is impossible to calculate the division 
between tap and tender bills until all the bills purchased 
have passed their original maturity date. 


TREASURY BILLS 








Amount ({ million) Average Allotted 
BOS OG Borg 3 see Ete Rate at 
Tender | é of Min. 
Offered | AbPHEd | anotted| Allotment , 


Apr 2 O} 4 O14 | 62 
Jan. 9| 180-0 | 264-2 | 180-0 | 47 7-91 57 
, 16} 200-0 | 293-6 | 190-0] 47 12-44 48 
» 23} 190-0 | 285-3 | 190-0 | 47 11-47 4 
" 30} 190-0 | 306-3 | 190-0 | 47 11-05 37 
Feb. 6} 220-0 | sis-8 | 220-0 | 48 3-19 51 
, 13] 220-0 | 297-2 | 220-0 | 48 1-78 62 
” 901 230-0 | 321-7 | 230-0 | 48 17-90 56 
” 97 | 230-0 | 314-4 | 230-0 | 48 0-25 66 
Mar. 6 | 240-0 | 326-9 | 240-0 | 48 0-25 65 
, 13] 250-0 | 256-4 | 250-0 | 47 11-74 87 
* 201 260-0 | 351-0 | 260-0 | 47 11-78 63 
» 27 | 250-0 | 334-6 | 250-0 | 48 0-20 67 
| 
Apr. 2| 230-0 | 322-8 | 230-0 | 48 ‘3-93 60 
, 10] 250-0 | 367-6 |-250-u-] 48 4-20 62 


On April 10th applications for 91 day bills to be paid from 
April 13 to April 18, 1953, were accepted dated Monday to 
Saturday as to about 62 per cent at £99 7s. 11d. and applica- 
tions at higher prices were accepted in full. Treasury Bills 
to a maximum of £230 million were offered on April 17th. 
For the week ended April 18th the banks were not asked for 
Treasury deposits. 


NATIONAL SAVINGS (f THOUSAND) 
Week ended 









Mar. 28, 
1953 


April 4, 
953 





SAVINGS CERTIFICATES :— 
159,400 
















Receipts . Sats 
Repayments ........-- 138,600 300 3,000 
Net Savings.....-.--- 20,800 500 
DEFENCE BONDS :— 
Receipts .......-«+++ 
MO. cauin EGA 71,684 1,770 1,300 
_—e" 82,964 2,255 | 1,150 
Jet Savings. ...--..-- ti sisal ot 
Net Savings 11.980 — 
P.O. AND. TRUSTEE SAVINGS ——— 
BANKS :—~ 
Receipts .......-+---- 
Mii 3iae. vee 734,913 13,672 16,302 
— 862,145 17,924 17,578 
Net Savings.......--- Dr127,232 4,252 (Dr 1,276 
Total Net Savings .....- Dr 117,712 
Interest on certs. repaid. 38,522 
Interest accrued .....-.- 129,033 
Change in total invested. [- 27,201 





18% 
BANK OF ENGLAND RETURNS 










































4 














ISSUE DEPARTMENT 4 
os 
3 
ea 
APRIL 15, 1853 a 
ty 
£ £ ae 
NOTES ISSUED:- Govt. Debt.... 11,015,100 i 
In Circulation 1516,901,734 Other Govt. om 
In Banking Securities ... 15355,757,647 i 
Department 33,455,089 | Other Securities 714,828 “Cp 
Coin (other than iM 
gold) ....... 2,512,42 Be 
Amount of Fid.——-—_____- Fd 
Iesue ....... 1550,000,000 £3 
Gold Coin £8 
Bullion (at ma 
248s. per oz. * 
PS eae 356,823 5 
niteiiniinmieuncnsinttiiteaitiiiiad siete i tality 4 £ 
1550,356,823 1550, 356,823 _& 
g i 
i 
BANKING DEPARTMENT a 
é ae ‘ a 
Capital ....... 14,653,000 | Govt. Securities 357,899,439 ae 
Rest......++- 3,192,520 Other Securities 26,053,610 eo 
Public Depts... 68,664,839 Discounts and ei) 
Public Accts.* 19,212,268 Advances... 18,470,445 a 
H.M. Treas. Securities.... 12,583,165 Fs 
Special Acct. 89,452,581 4 
Other Depts... 342,798,657 3 
Bankers..... 268,990,273 Wooten... cecce 33,455,089 eo 
Other Accis... 73,808,384 TIS c ndennce 1,800,878 A 
Fg sii s t 
419,209,016 419,209,016 j 
* Including Exchequer, Savings Banks, Commissioners of | g 
National Debt and Dividend Accounts. eA 


COMPARATIVE ANALYSIS (£ miLLI0N) 










1953 


' 






ISSUE DEPT. — | 


' 
1,418-8 | 1,509-0 1,517-3 









Notes in circulation. 13,516 -9 2 
Notes in banking de- i 
partment........ 6) 41-4 | 33-0] 33-5 
Government debt and 
securities® ....... 446-7 | 1,546-7 | 1,546-8 | 1,546-8 
Other securities .... 0-7 0-8 0-7 | 0-7 
Gold and coin...... 2-9 2-9 2-9 | 2-9 
Valued ats.perfineos. | 2348/0} 248/0 | 248/0; 248/0 
BANKING DEPT, :-— i 
Deposits :— i 
ublic Accounts .... 10-4 15-3 ll-3j; 19-2 : 
Treas. Special Acct.. 0-5 30-4 39-5 39-5 
Bamhene ois tines 284-3} 269-3} 280-3 269-0 
OGTR 5 od Vases vein 77-3 74-7 74-1 73-8 
TOR So caccinr dks 372-5 | 300-3; 405-2; 401-5 : 
Securities :-— 
Government ....... 312-2} 342-4 359-R{ 357-9 
Discounts, ete. ..... 25-6 9-7 18-4 13-5 
O06 ies nn Eh aie 19-4] 13-6] 10-6/ 126% 
ree ts Piveree 357-2 365-7 388-2 384:0 
Banking dept. reserve. 33-0 43-2 4-8 35-3 
% 
ee 40] fol Bel 47 








* Government debt is £11,015,100, capital £14,555,000. 
Fiduciary issue raised from {1,500 million to £1,550 million 
on March 25, 1953. 
























GOLD AND SILVER 


The Bank of England’s official buying price for gold was 
raised from 172s. 3d. to 248s. Od. per fine ounce on September 
14, 1949, and the selling price to authorised dealers from 
175s. Od. to 252s. of pe Ses ounce. Spot cash prices during 
last week were as fo _ 


SILVER GOLD 
ee London [New York} Bombay | Bowbay 
or ay Day 
per ounce pe ounce|per tole per tola 
a. c. RS. &. . a. 
April. 9..... | 74-0 | 85-25 | 155 12 0 
6.3) 4-0 | 85-25 | 154 4 
Wace 154 13 
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EQUITY & LAW LIFE ASSURANCE SOCIETY 


A SUCCESSFUL TRIENNIUM 


POSITION OF OUTSTANDING STRENGTH 
SIR RICHARD HOPKINS’S SPEECH 


The Annual General Meeting of Equity & 
Law Life Assurance Society was held on 
April 15th at the Chartered Auctioneers’ and 
Estate Agents’ Institute, 29, Lincoln’s Inn 
Fields, London. 


The Rt. Hon. Sir Richard Hopkins, PC, 
GCB, the Chairman, who presided, said: 
Ladies and Gentlemen, I rise to move— 
“That the report and accounts for the year 
ended December 31, 1952, be received and 
adopted and entered on the minutes.” These 
have been in your hands for several days and 
I assume may be taken as read. ( Agreed.) 


LOSSES BY DEATH 


During the past year death has robbed us 
of two friends. In September last occurred 
the death of Dr A. E. Gow, our Principal 
Medical Officer. A Society such as ours owes 
much to the guidance which it receives from 
its chief medical adviser. We recall with 
sincere gratitude all the wise help that we 
received from Dr Gow during his eleven 
years of office. More than that, our prin- 
cipal medical officer has many personal deal- 
ings with the staff, and Dr Gow was regarded 
with great affection by all in the Society’s 
service who came in contact with him. 

The death occurred in October last of 
Mr A. C. Thorne, who served the Society for 
nearly fifty years and who, during his career, 
served not only as chief official but also as a 
director. We mourn the loss of one who was 
well known to- many of those who are and 
who have been connected with the Society. 


We are delighted that Dr R. Bodley Scott, 
who for some years past was Dr Gow’s 
deputy, has accepted the appointment of 
Principal Medical Officer. We count our- 
selves fortunate in having so eminent a 
physician as our principal medical adviser. 


THE DIRECTORATE 


The report in your hands alludes to the 
resignation of Mr Lewis G. Whyte from the 
board and from his post as investment 
adviser, Mr Whyte has for some time past 
wished to take up other work, and, though 
naturally we are sorry, he leaves us with our 
warmest good wishes for his future. The 
prosperity of the Society, on which I shall 
be commenting in a few minutes, owes much 
to the skill and prescience which Mr Whyte 
has brought to the conduct of our investment 
policy. 

We have invited Mr I. J. Pitman, MP, to 
join us-as a director, and I am happy to say 
that he has indicated his willingness to 
accept ; we propose to elect him formally at 
our next Board Meeting. 


Before dealing specifically with the 
accounts I should refer to the Centenary of 
our wholly owned subsidiary, The Law 
Reversionary Interest Society, Limited ; this 
Society reached its hundredth anniversary 
on March 18, 1953, and continues to be a 
most useful channel of investment and a 


valuable connection with the legal profession. . 


HIGH RATE OF BONUS 


As for the accounts, the results for the 
triennium were outstandingly successful, and 


the position of the Society at the end of the 
triennium was one of outstanding strength. 


The bonus declared—44s. and upwards— 
should give great satisfaction to our With- 
Profit policyholders and to all who have 
supported the Society. I mention particu- 
larly that before arriving at the surplus we 
transferred £300,000 to contingencies reserve 
—making this reserve £400,000 ; this reserve 
is in addition to the strong reserves brought 
out by the actuarial valuation basis which we 
employ. We need make no excuse, however, 
for building up additional strength in days 
such as the present, 


Last year I was able to tell you that the 
margin by which the market values of our 
assets exceeded the values at which they 
appeared in the balance sheet actually in- 
creased during 1951. It will not surprise 
you that this margin decreased during 1952, 
but it still exceeds comfortably the sub- 
stantial margin which existed at the begin- 
ning of the triennium. I would also draw 
your attention to the trend in the gross rate 
of interest earned on the Society's funds.; 
for the current year 52 per cent appears to 
be a reasonable expectation. 


STRENGTH THE CARDINAL AIM 


We have made the best estimate that we 
can of the current surplus earning capacity of 
the Society ; it appears to us to be very 
satisfactory. We are declaring as interim 
bonus the same high rate of 44s. and up- 
wards which we have allocated to policy- 
holders for the past triennium. I would add 
one comment ; in these days when life assur- 
ance funds are expanding rapidly it is vital 
that as they expand so should they maintain 
their strength ; this is a cardinal aim of our 
policy. 

On this occasion, reverting to our prewar 
custom, we are recommending the dividend 
in the form of a net payment. The income 
of the proprietors’ fund is received mainly 
in the form of a net transfer from the life 
assurance fund, and only to a lesser extent in 
the form of gross interest. It appears to us 
that as the major contributing element to the 
proprietors’ fund is in a net form, the divi- 
dend itself should be declared in this form. 


SUBSTANTIALLY LARGER DIVIDEND 


The dividend now recommended repre- 
sents a substantial increase on the rate which 
we have recently been paying. The accumu- 
lated balance standing to the credit of the 
proprietors’ fund at the end of the year was, 
as the accounts show, in excess of £117,000 ; 
this sum has been built up over a number of 
years and—bearing in mind the important 
fact that full reserves are made before any 
sum is transferred from the life fund—we 
now consider this balance to be ample. 

We are thus recommending 
which, if continued for the second and third 
years of the current triennium, will result in 
the full distribution of the £105,773 trans- 
ferred to the proprietors’ fund at the begin- 
ning of the current year and also the i 
expected to be earned on that fund in ag 
current triennium. I do not propose 
further into the future regarding our rate of 
dividend, but your Diswsare ike that the 
foregoing words of explanation were 


nul 


were neces- 
sary lest in ignorance anyone should deduce 


BS 


ibn te ei 


a: dividend 


adopted. a hin Sees 
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that comparable increases in dividend |) juld 
be expected in future. 


One final comment before I leav- the 
report and accounts ; during 1952 we ed 
Equity & Law Investment Trust, L' ted, 
in voluntary liquidation; the Trus: was 
—— in ay) 1934, and we fel: that, 

aving serv its purpose, it should be 
liquidated. Two results f followed from this 
action—first, Bank Insurance Trust Cor pora- 
tion, Limited, now appears in the Society's 
own balance sheet; secondly, there was in 
the Trust a large’ revenue reserve which, 
passing through the Society’s Own accounts 
as revenue, created an interest “ wind{a\!” ; 
we have shown in the report before you the 
os rate of interest, ignoring this “  ind- 
a . 


GROWTH OF FUNDS 


During the triennium our funds increased 
by about £5 million; this increase is 4 
measure of the personal savings which were 
absorbed: by the Society. I have spoken 
before of the vital need of savings at this 
stage in our national affairs. It is essential 
that they be forthcoming. I borrow the con- 
cluding sentence of a recent leading article 
in The Economist: 


“And there is neither Magic nor 
manipulation that will create capital out 
of nothing. Saving is thrift ; it is cons um- 
ing less ; and it has to be done by peo 


Therefore I address myself primarily to those 
agents who may be present and emphasis: 
them that in securing new business for on 
Society they are most directly helping our 
national well-being. 


You will have seen dias.’ in his Budget spec< 
yesterday, the stated that - 
reliefs which he proposed were designed — 


among other things—to encourage priv 
saving. 


We feel that the results now disclosed 
place our branch organisation and our agen's 
in an excellent position to secure an cver 
increasing amount of With-Profit | fc 


repeat them now. T think you all apprec'»'< 
sina thconeie cea debt which ii 
Society owes to its Manager aod 
Actuary, Mr Kirton. If, in addition, an ««- 
of thanks is offered to our s‘: 
a oe 
ess pees account. Ww put 
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CO-OPERATIVE INSURANCE SOCIETY, LIMITED 


109 Corporation Street, Manchester 4 


ORDINARY SECTION BONUS INCREASED 


MR ANEURIN DAVIES REPORTS ON THE YEAR’S PROGRESS 


Mr Aneurin Davies, chairman, at the 
sighty-fifth annual general meeting held on 
April 15, 1953, said: 

This year it gives me the greatest pleasure 
to announce that largely as a result of our 
improved interest earnings, your directors 
have been able to increase the rate _of 
reversionary bonus in the ordinary section 
by 4s. per cent from 28s. per cent to 32s. per 


cent, 
INVESTMENT POLICY 


As I have stated.on previous occa- 
sions, Our policy is to invest our 
funds to the best advantage of the 
policyholders who have entrusted us 
with their savings. 


Our aim is to spread our investments over 
the widest possible range in order to secure 
the advantages of favourable and minimise 


the disadvantages of unfavourable influences. 


HOUSE PURCHASE 


The total amount outstanding under our 
house purchase mortgages at the year end 
totalled over £25 million, secured on nearly 
40,000 properties ; the average mortgage out- 
standing was £634, as against £616 at the 
end of 1951. Despite a fall in the value of 
house property during the period, the losses 
incurred under the scheme last year were 
negligible. However, with the increase in the 
number of houses which can be built for sale 
and the steady increase in the number of new 
houses available for letting, your directors 
decided early in 1952 to adopt a more 
cautious attitude, particularly as regards older 
types of houses which were in demand when 
the housing position was more acute but 
which are now losing their attraction to 
prospective houseowners, 


Our scheme still offers attractive terms to 
purchasers of suitable properties and as there 
are considerable advantages to the right 
type of borrower ‘in borrowing under the 
endowment mortgage scheme, we anticipate 


on rather more advances in 1953 than 
in 1952, 


EXPENSES REDUCED 


The constant attention of your board is 
devoted to the question of: administrative 
costs. The rapid expansion of our business 
during the past few years has meant that 
many of our offices have become too small, 
with the result that new premises have had 
to be secured at a substantial increase in 
costs. Improved salary scales have also been 
granted, and replacements of office equipment 
have increased in price, It is very pleasing, 
therefore, to report that by keeping a close 
watch on the administration of the society 
we have been able to exercise an effective 
control on costs with the result that once 
*gain our overall expense and commission 
1959 neue reduced and the figure for 
ene tare 5 per cent) is the lowest we have 

. Tecorded. Naturally, the expense of 
Aeministration varies from one department 
of our business to another. 


In the industrial life section the ex 


fatio for 1952 (including pension costs) was 


28.50 per cent, as against 28.49 per cent for 
1951, but here we may congratulate ourselves 
that we have limited the increase to so small 
a figure. 


ENCOURAGEMENT OF THRIFT 


Before passing to a review of the depart- 
mental accounts I would like to emphasise 
that your society performs an extremely 
useful and important function. It not only 
provides the means by which persons can 
protect themselves against the financial effects 
of most of the various misfortunes which 
may befall, but it is also one of the most 
effective organisations for the promotion of 
thriftin the country. Our ordinary and 
industrial life funds are, in effect, the savings 
of our life policyholders, and when I draw 
your attention to the fact that, contrary to 
the experience of other savings movements, 
there has been a regular increase in our 
policyholders’ accumulated funds and that 
during 1952 the net increase was £9,250,000, 
you will appreciate the trust which our 
policyholders repose in us and-the reliance 
which the public place upon life assurance 
as a form of saving. 


There can be no doubt that it is 
absolutely essential for the woell- 
being of this country that a substan- 
tial proportion of our national in- 
come should be saved. Owing to 
changed circumstances the bulk of 
the saving must now come largely 
from persons of moderate means, 
and that is why the CIS, through its 
close daily contact with the general 
public, is giving such valuable ser- 
vice not only to tts policyholders but 
to the financial stability of the 
nation. 


LIFE DEPARTMENT 


Although as a result of a policy decision the 
completed sums assured in the ordinary sec- 
tion fell from £23,970,000 to £16,615,000, 
the new sums assured in the Industrial 
section increased from £39,443,000 to 
£41,447,000, so that the total new life busi- 
ness in 1952 was £58,062,000, as against 
£63,413,000 in 1951. 


The ordinary section expense ratio has 
fallen from 13.68 per cent to 12.94 per cent 
whilst, as mentioned earlier, the industrial 
section ratio is practically unaltered. 


MOTOR DEPARTMENT 


INCREASED BUSINESS—SATISFACTORY 
SURPLUS 


I am pleased to report that the premium 
income in this department has been increased 
b 187,679, and has now reached a total 
2 Boise. 


Economy of management, prudent under- 
writing andthe revision of premiums for 
commercial vehicles and motor cycles which 
applied in June, 1951, have combined to 
produce a surplus of £162,130, which, having 
regard to the difficulties which continue to 


beset the conduct of motor insurance, is a 
highly satisfactory result. 


_ Very few offices with a large premium 
income have shown such consistently good 
results as the CIS over the past few years. 
You will realise that this is the more remark- 
able when I remind you that a large block 
of our private car policyholders continue to 
enjoy the benefit of premiums very consider- 
ably. below current rates, 


FIRE DEPARTMENT 
RECORD SURPLUS 


The 1952 results for the fire department 
were exceptionally favourable, and the gross 
surplus of £313,933 is the largest ever earned 
in this department. 


The premium income, at £1,409,895, 
showed an increase of £73,700. 


The number of claims paid during the 
year rose to 63,415, as against 62,550 in 1951, 
thus clearly demonstrating the need for fire 
insurance protection. A great many people 
refuse to take fire insurance cover because 
they cannot be persuaded that they are likely 
to suffer loss by fire. The fact that we paid 
so many claims last year—mostly to small 
houscholders—should convince them that fire 
insurance cover is a necessity. 


ACCIDENT DEPARTMENT 


The premium income in the personal 
accident account -was £115,704, and the 
account showed a surplus of £36,154. In 
reviewing the accounts for 1951 I commented 
on the improvement in our claims experience 
in that year in the personal accident account, 
and it is, therefore, pleasant to report 
that the improvement has continued during 
1952. 


The general insurance account received a 
premium income of £1,198,373, which is 
£86,876 more than the corresponding figure 
for 1951. After making the usual allocations 
to reserves, there was a balance of £62,785, 
of which {£36,000 has been transferred to 
profit and loss account, the remaining £26,785 
being added to the additional reserve. 


PROFIT AND LOSS ACCOUNT 


After making adequate reserves for con- 
tingencies and taxation, the total amount 16 
be distributed to policyholders in respect 
of our -operations for the year 1952 is 
£2,850,000, of which nearly £24 million is 
due to our ordinary life and industrial life 
policyholders. 


During the year we made 1,309,000 pay- 
ments under all classes of policies. 


This report sums up the results of the 
year’s work of our staff of over 12,000 
persons, of whom 7,350 are our fulltime 
agents, all of whom collaborate to provide 
that personal service which our policyowners 
have grown to expect, and gives me the 
opportunity of expressing on behalf of the 
directors our appreciation of the loyal service 
which has been rendered by all grades of 

The report and accounts were adopted. 
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BALLITO HOSIERY MILLS 


POSITION OF GREAT FINANCIAL STRENGTH : 
SIR CYRIL ENTWISTLE’S SPEECH 


The twenty-fourth annual general meeting 
of Ballito Hosiery Mills Limited was held on 
April 14th at St. Albans. 


Sir Cyril F. Entwistle, QC, MC, LLB (the 
chairman), in the course of his speech, said: 


As you are aware, the company has sus- 
tained a grievous loss in the death of Mr 
Charles Kotzin, its founder and - managing 
director. I have been chairman of your 
company since its incorporation in 1929, and 
during the whole of this period my relations 
with Mr Kotzin have been of the most inti- 
mate and cordial character. He was a man 
of outstanding ability, with great foresight 
and breadth of outlook, and although a 
dominant personality, was much loved and 
admired by all who worked under him. He 
had been in very poor health for many years 
before his death, and consequently had had 
to delegate much of his executive functions 
to Mr J. R. Kellard and Mr F. V. Ault, who 
have now been appointed our joint managing 
directors. Mr J. R. Kellard joined the busi- 
ness in 1922 and has been on the board since 
1933, Mr F. V. Ault came to Ballito in 1930 
and has been a director since 1936. Mr 
Kellard is responsible for sales and distri- 
bution and Mr Ault for production. They 
work happily in harness, and without any 
hesitation I confidently assert that they 
are both admirably equipped in ability, 
experience and temperament to perform 
their responsible task. 


RESULT OF YEAR’S OPERATIONS 


The net profit for the year under review, 
before taxation, amounts to approximately 
£120,000, which I am sure in the circum- 
stances you will regard as eminently satis- 
factory. It*enables us, notwithstanding the 
increase in our ordinary share capital, to 
recommend to you the maintenance of the 
same rate of dividend (viz. 25 per cent, less 
income tax) as for the previous year and at 
the same time to transfer to general reserve 
the substantial sum of £25,000, making that 
reserve now £189,500. The profit shows a 
fall from the record figure of the previous 
year, but, as I indicated in my speech last 
year, there have been some reductions in 
gross profit margins, particularly in our 
exports, 

Our continuously increasing productive 
capacity has enabled us to a substantial 
extent to offset this tendency, but we have 
been handicapped throughout thte year by the 
limited supplies of nylon yarn available. 
Women undoubtedly prefer nylon to any 
other form of stocking, and the demand for 
our nylon stockings far exceeds our capacity 
to supply owing to the shortage of nylon 
yarn. This shortage we hope and understand 
will only prove a temporary state of affairs. 


As you will see from the balance sheet, 
during the year we incurred a capital expendi- 
ture of £187,743 in addition to our fixed 
assets. Towards meeting the cost of this 
expenditure and our other capital commit- 
ments we issued a mortgage debenture for 
£100,000 and an additional 206,468 ordinary 
shares of 3s. each were issued for cash at a 
premium of ls, 9d. per share. 


The balance sheet of your company reveals 
a position of great financial strength. The 
current assets exceed the. current liabilities 
by the sum of £232,689. The total of all our 
reserves amount to the figure of £381,496, 
which is equivalent to over e share of 
the issued ordinary share capital. Further- 
to valuations we have had 
valué of our fixed assets 


more, accordi 
made, the 


—- 


exceeds their book value by a sum at least the 
equal of the last-mentioned figure. 


PRODUCTION 


A number of new fine-gauge American 
fully fashioned machines were installed last 
year, and still more are now in course of 
erection, but until the supply of nylon yarn 
increases maximum production cannot be 
achieved. Progress on our new factory exten- 
sion at St. Albans has been delayed owing 
to the steel shortage, but the building will 
be completed in July this year, approximately 
twelve months behind schedule. We have 
now replaced about 75 per cent of our ~pre- 
war fully fashioned machinery and are hoping 
to replace the remaining 25 per cent within 
the next two years. 


Wages are subject to a fluctuating bonus 
which is tied to a cost-of-living index figure, 
so imcreases or decreases are automatic. 
Increases this year amount to exactly 10 per 
cent, or approximately £30,000. Bearing in 
mind that net dividends amounted to only 
£30,900, it would appear that the employees 
have been extremely well looked after, 


HOME TRADE 


The increase in our exports has meant a 
slightly lower percentage of our production 
available for the home trade during the year. 
We are looking forward to a not too distant 
date ‘when a sufficient supply of nylon yarn 
will enable us to change over entirely to nylon 
stocking production, and are indeed fortunate 
in that every machine we possess is ideally 
suited to the production of nylon stockings, 


The de-control of the distribution of nylon 
yarn has been greatly publicised, and while it 
does not mean a plentiful supply of nylon 
yarn immediately, it is a distinct easing of 
the position; and we can. look forward to 
greater supplies becoming available very 
much quicker than originally anticipated. In 
view of my remarks above on the subject of 
our machine capacity, we should be able to 
take immediate advantage of any increases 
in supplies. 


EXPORTS 


It is with pleasure that I am able to report 
our export trade improved considerably from 
the middle of the year, and our figures in 
1952 were an improvement on 1951. This 
improved position of exports has been main- 
taiged during the first three months of 1953. 


Our advertising is continuing on similar 
lines to previously, keeping our productions 
well before our customers, not only at home, 
but also abroad. The name Ballito -is not 
only well to the fore throughout the markets 
where we trade, but is established and known 


as one of the best quality productions in this 
country. 


With regard to the prospects for the 
current year, it is far too early for me to 
venture on any forecast. Trading conditions, 
particularly in the export markets, are far 
from easy, but our main trouble, as I have 
already stated, is the continued inability to 
obtain supplies of nylon yarn commensurate 
with our capacity. All I will say 
is that we’ are ee technically in 
every way than ever before, and no effort 
will be spared to produce a satisfactory result 
for the current year. aes Ps < 

The report and dividend proposals were 
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NORTH BRITISH AND 
MERCANTILE INSUR ANCx 


SUCCESSFUL YEAR’S OPERATIONS 


The annual general meeting of the Nor 
British and Mercantile Insurance (5 . 


ae . mopar 
Limited, will be held on May 7th in Bain’ 
burgh. 

The following is an extract from the circy. 
lated statement of the chairman, the R; 


Hon Lerd Brand, CMG, DCL: 


Fire Department: I am happy once agaia 
to present to you figures which reflect , 
successful year’s operations, and thes are the 
more satisfactory in that the progress 
achieved in the expansion of income owes 
little to inflationary tendencies. 


Premiums at {16,046,997 show an increase 
of £467,756 compared with the 195! figure 
of £15,579,241, whilst losses at (7,315,309 
show an increase of £160,984 over the figure 
of £7,154,316 in the previous year. The 
profit is £1,312,496, 8.18 per cent, comparing 
with £1,308,530, 8.4 per cent, in the previous 
year. 


Casualty Department: The premium 
income in 1952 again showed an appreciable 
advance on that for the previous year and 
the underwriting result has been satisfactory 
despite the continuance of certain un{avour- 
able factors. 


Our casualty business produced premiums 
in total amounting to £4,747,69%, being 
£528,563 in excess of those for 1951 of 
ise Losses were £2,391,869 against 

2,159,376. After making the necessary pro- 
vision for unexpired risks, the underwriting 
agg hy £290,943, compared with { 264,612, 
or ‘ 


Marine Department: Premiums for the 
year 1952 amounted to £1,845,375 against 

1,977,842 in 1951. We have transferred 

221,914 from our marine fund to profit and 
loss account. - 


Life Department: The year 1952 pro- 
duced a record amount of new life business, 
the total after deducting  reassurances 
amounting to £13,713,864, against the pre- 
vious year’s figure of £10,446,886. One of 
the chief factors contributing to this result 
was the imcrease in group life assurance 
which totalled £4,575,180, compared with 
£2,506,664 in 1951. 


The life revenue account now stands at 


over £36,500,000, an advance of approxi- | 


mately £700,000 on the 1951 total. 


CONSOLIDATED PROFIT AND LOsS 
ACCOUNT 


The results of our operations for the yeat 
are summarised in the consolidated pro!it and 
loss account. Interest on  investmenis 
amounts, after deduction of income 11x, ‘0 
£864,023, compared with £807,884 in 1951. 
The fire, accident and marine accoun's con- 
tribute a total of £1,825,353 agains' a 
amount of £1,770 in the previous yet. 
In additi there is a further share of rot 
from the life branch of £49,878. 


United Kingdom taxes absorb £5°)519 


overseas taxes charged to this acount 
£200,517. A sum of £120,000 has decn 
written off investments and we have mace the 
usual transfers to the staff pension fun! and 
the widows’ pension fund. 
On the ordinary shate capital the dire tor 








are ing the payment of a diviclend 
We ate lefi with a final balance of 
£14,253,230, representing “the  aggresale 
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AERATED BREAD 
COMPANY 


| BbwcerisseD TURNOVER OFFSET BY 
RISING COSTS 


MR J. G. GIRDWOOD ON 
) IMPRESSIVE FINANCIAL POSITION 






TI 1al general meeting of the Aerated 
re: mpany, Limited, was held on April 
Orh ondon, 

ur 1. G. Girdwood, CBE, CA (chairman 


nd m-raging director), presided, and in the 
ourse of his speech said: 


The net profit of the parent company, at 
738, ] is sufficient after: payment of the 
reference dividend to maintain the ordimary 
vidend at 10 per cent, transfer £125,000 to 


eserve. znd add £20,852 to the amount to be 
arried forward to 1953. £142,931 of our 
brofit arises from the surplus on the realisa- 
bon of certain fixed assets, the principal item 
Deere being the sale of one of our leasehold 


In the ight of my remarks last year on the 
ontinuing rises in costs of every kind, some 
decrease in Our Operational profit was to be 
xpected. The rapidity of the increases in 
osts with which our industry is faced makes 
jt hard to be up to date for more than a very 


brief period, and shortly after our meeting last 
ear we were confronted with fresh unfore- 
seen increases. The most serious of these was 
the effect on thé prices we had to pay for 
many of our most important items of con- 


es following the withdrawal of a large 
of the food subsidies in the 1952-53 
During the year increases in wages 
granted to the workers in practically 
t section of the business, some trades 
chiaining more thdn ome imcrease within the 
\ Ir is common knowledge that the cost 
s to, and maintenance of, properties 
s to rise, and our annual expenditure 
r this head is a very heavy item. You 
miliar with the increased prices we 
j pay for the products of our national- 
ed tries, coal, gas and electricity, and 
-ased charges for transport and freight 
And added to all these are the in- 
nd increasing charges we have to 
ocal rates. In 1952 the amount we 
v for local rates was more than half 
‘gain as the amount payable by way 
nd to the ordinary shareholders. 


s et oF 


saturally we endeavoured to recover some 

the increased costs through increases reluc- 

tanuy made to the prices charged for~ the 

e sell to our public. Such increases 

re made only under the stress of necessity 

‘ter full consideration of their potential 

ton the volume of our trade, but you will 

ciate that inevitably there is a time lag 

en the increased costs we have to meet 

the increases im our prices to our 
islomers. 


Our turnover in our normal branch trading 
“sowed a substantial imereas¢ over the 12 

onths to December, 1951, but the benefit 

‘ more than counteracted by the increased 
costs end charges we had to meet. 


‘1 ony comparison -of 1952 with 1951 it 
Should be borne in mind that 1951 ‘was 
Festival of Britain year, and that the. influx 
“l visitors to Lendon on this account was of 
considerable benefit te the business generally. 


These are the causes for the decline in our 
peravonal profits’ in 1952. To overcome 
‘hese causes every department and every 
‘Clvity of the business is being overhauled 
nd strengthened. Every effort is being made 
'« speed up work on our programme for the 
‘provement and modernisation of our 
branches, 








LIQUID POSITION 


Including the suspense account, current 
assets exceed current liabilities by £361,583. 


I think you will agree that the strength of 
the financial position disclosed in the balance 
sheet is impressive. 


TAXATION v. DIVIDENDS 


In the last seven years ordinary share- 
holders have received in all £503,986, while 
reserves and “carry-forward ” have been in- 
creased by £574,270 out of revenue. In the 
same seven years we have paid £655,953 in 
respect of local rates—it seems inevitable from 
recent announcements that the burden of local 
rates will increase further and heavily as the 
real cost of our welfare State unfolds. This 
charge is one which has to be met irrespective 

our earning capacity, and must be reflected 
sooner or later in our prices for our services. 


_In the seven years since 1946 we have pro- 
vided out of profits no less a sum than 
£2,225,862 for Imperial taxation. 


These two forms of taxation, Local and 
Imperial, have taken out of your business in 
these past seven. years nearly six times as 
much as you, the owners of the business, have 
received in that same period. 


THE OUTLOOK 


In the first three months of the year now 
current our turnover has been well. main- 
tained, but prefit margins have narrowed. 
This year, however, will be a memorable 
year in the annals and the history of our 
country, and in the atmosphere of rejoicing 
which will surround the Coronation of Her 
Majesty the Queen, the demands on the cater- 
ing industry, particularly in London, will be 
great. We are assured of our full share of 
this increased activity. Our confidence in 
the long-term prospects of this company was 
never so high. 


The report and accounts were adopted. 


THE BRIFISH VACUUM 
CLEANER AND 
ENGINEERING COMPANY 


The forty-ninth ordinary general meeting 
of The British Vacuum Cleaner and Engi- 
neering Compayy, Limited, was held on 
April 15th at Leatherhead, Surrey. 


In his speech to the shareholders the chair- 
man, Mr J. J. Hambidge, reported continued 
growth in the industrial sections of the busi- 
ness, but referred to the difficult conditions 
in the domestic electric appliance section 
consequent on the combination of double 
purchase tax and consumer credit restrictions, 


There had been a decline in profits against 
the high level of the previous year, reflecting 
the adverse conditions of the latter half of 
1952 and the incidence of rising costs. 


The financial position showed a 
ment, whilst fresh working capi had 
recently been made available by the negotia- 
tion of the sale of freehold property reflecting 
substantial capital profit. 


Rising costs and the adverse trading con- 
ditions of the first six months, due to double 
purchase tax and hire purchase restrictions, 
would inevitably find reflection in the current 
year’s results. 

In his introductory remarks the chairman 
paid warm tribute to his predecessor, Mr 
H. C. Booth, who retired from the chair last 
year after serving as a director of the com- 
pany which he established 50 years ago 
following his original invention of the vacuum 


The report and accounts were adopted, 
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IONIAN BANK, LIMITED 


EARNING CAPACITY MAINTAINED 


The one hundred and fourteenth annual 
general meeting of the Ionian Bank, Limited, 
was held on April 14th in Londen, Mr A. H. 
Reid, CBE, the chairman, presiding. 


The following is an extract from his-circu- 
lated statement: 


The bank’s figures for 1952 refiect the fall 
in world prices of commodities and the re- 
cession in trade since the post-Korean boom, 
Thus the total balance sheet figures stood at 
£16,232,568 on December 31, 1952, compared 
with £18,813,514 at the end of 1951. Most 
of this decrease is due to the smaller amount 
outstanding on December 31, 1952, in the 
liabilities of our customers for documentary 
credits, guarantees and other obligations, the 
total of which was £3,578,128, as against 
£5,244,683 on December 31, 1951. 


Investments have increased during the year 
from £1,704,220 to £1,889,066, this being 
due almost entirely to an increase in other 
investments. ‘This item includes a holding 
of short-term Egyptian Government bonds 
to which we subscribed at the end of the 
1951-52 cotton season in common with other 
banks operating in Egypt. The total of our 
current, deposit and other accounts is rather 
lower at £{11,619,056, compared with 
£12,617,253 on December 31, 1951, but the 
liquid position of the bank continues to be 
strong. 


The earning capacity of the bank has been 
well maintained, and in the circumstances we 
feel justified in recommending the payment 
of an increased dividend. 


PROGRESS IN GREECE 


In Greece the national economy has had 
to adjust itself to a lower level of forcign 
financial aid. State expenditure was con- 
siderably reduced and credit had to be 
restricted, which naturally resulted in a 
slight decline in industrial production, for 
there is still a great shortage of capital in 
the country. The increase in bank deposits, 
which had been a satisfactory feature of the 
two preceding years, was checked and 
throughout the year funds were scarce, a 
proof of which has been a fall in the price 
of the gold sovereign in Greece. The 
authorities were, however, successful in pre- 
venting a further rise in the cost of living. 
Our Greek branches have benefited from the 
more stable conditions and have played their 
part in assisting the country’s economy. The 
profits earned are made in drachmae, but, as in 
previous years, the Greek exchange control 
authorities have allowed us to remit only such 
amounts as could be shown to be required to 
meet specific liabilities incurred in this 
country on behalf of our Greek branches. 


EGYPT AND CYPRUS 


Since the recent political changes in Egypt, 
conditions in the cotton market have been 
mote stable and more realistic. The price 
of pond £0 cotton now bears a closer relation 
to world prices than for several seasons past. 
This has put Egypt in a better position to 
find purchasers abroad. Unfortunately, there 
has been a steep decline in British imports of 
Egyptian cotton, which for the calendar year 
1952 totalled only £10,033,000,. as compared 
with £43,429,000 in 1951. This has naturally 
led to a shortage in Egypt's holdings of 
sterling, and to a sharp decrease of imports 
from this country. The quantity of cotton 
handled by our branches during the cur- 
rent season was in excess of that handled 
in the previous season. Our commercial 
banking business also has been well main- 
tained, and results in Egypt have been satis- 
factory. In Cyprus our branches had on the 
whole a satisfactory year. 


The report was adopted, 
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by £1,804,100, an improvement of £650,496 In our jungle reserve, 235 acres wor 
TELEGRAPH oa i position a soar ago. ~ and 92 acres were planted ; it | eet a 
CONSTRUCTION &: The gross profit, after charging deprecia- plant the balance, and perhaps a smll furthey 


M AINTEN ANCE tion and research and development expendi- extension, in 1953. 


ture, amounts to £486,054. The net profit The year’s.crop having been soid a: 


COMPANY, LIMITED is £194,017, against £165,654 in 1951. averaging 2s. 3d. per Ib. London landed ta" 
The directors’ final dividend recommenda- Sule aa 3s, being =. Ib. — the Previous 
(Manufacturers of Cables, Metals and tion is 37 per cent on the new capital of {14,836 Ee io Aa’ wate < t alter tax, at 
Plastics) £1,954,092. In view of the year’s good results, ’ an a quarter of the 


the directors feel justified in also recom- previous year's figure. The board recom. 
. : mends a dividend of 10 per cent 
The eighty-ninth annual general meeting mneseeng 2 sperial cash. Dope ‘es 1 pee Seat 


of the Telegraph Construction & Main- 4... 
tenance Company, Limited, was held on dividend. : 
April 14th in London, The Rt Hon Lord Our operations 


The following are extracts from his circu- 


The difficulties I referred to a year ago in 


with other countries. 
lated statement for the year 1952: The report and accounts were adopted. 


rather than an increase in the ordinary The company has now received the whok 


of the grant from the Governmen: of Nor 


: Borneo for which it is eligible in re 
continue to expand i duri respect of 
Colgrain, chairman, presiding. throughout the Commonwealth, as well as Wat damage suff during the years 1942 w 


- 1945. After provision is ‘made for taxatiog 
on this grant, a balance of £5,225 remaig 
available. From this sum and from the prof 
earned in 1952 the directors have transferrad 


connection with the supply of raw materials SAPONG RUBBER a @ for replacement ¢ 


gradually eased, so that during the latter half 
of the year our machine capacity and man- 
power were worked to a maximum, with the 
result that production and turnover were con- 
siderably higher than in the previous year 
and the trading profit also increased. 


In his statement accompanying the annual 


accounts and the directors’ report for 1952 of dividend recommended, the balance to } 
the Sapong Rubber Estates, Limited, the 


chairman, Mr W. Percy Pinckney, writes: be £11,874 against £8,113 broughr in from 


lanted areas. Sapong Estate is fortunate ig 
ving a large area of excellent land in reserve 
After providing for this transfer and for the 


carried forward to the next year’s account wil 


The primary concern of a company opera- the preceding’ year. 


The liquid position has been maintained ting in North Borneo is the inadequate supply 
on a sound basis consequent on the new issue of labour. On Sapong Estate we found our- 


My colleague Mr Horner was in North 


' r- Borneo recently and visited Sapong Estate, 
successfully carried out during the summer, selves better off than previously, but we still He was much pleased with all he saw, afty 
current assets exceeding current liabilities. have not enough tappers of the right quality. ae 





SENIOR 
RESEARCH-PLANNER 


CITY OF VANCOUVER (COMP. 0-150) 
Senior position as research analyst’ to take 
charge of basic economic and ‘sociological 
surveys. Qualifications : High academic qualifi- 
cations in economics with specialization in 
statistics, land economics and related subjects ; 
considerable experience in financial and statis- 
tical studies in industry, business or social 
work, preferably including experience in City 
Planning. Salary : $428 to $514 per month. 


All applications should be submitted in detail to 


the 
Personnel Director, Room 210, City Hall, 


453 W. 12 Ave., Vancouver 10, B.C., 
within 3 weeks after date of publication. 


YALES MANAGER. The appointment of Sales Manager in a 
i) prominent company of glass container manufacturers is now 
vacant, and applications are invited from men between the ages of 
35 and 45 who feel they possess the requisite qualifications and 
experience to fill this important position satisfactorily. The main 
duties fall into two parts :-— 

(1). The control and organisation of an office staff dealing, amo: 
other: things, with sales records and statistics, order routines an 
progressing, and invoicing. 

(2) The control and organisation of the activities of the company’s 
outside representatives, 

In addition, the ability to co-operate with and gain the co-operation 
of other sections of the company, and the ability and presence for 
customer contact as occasion requires, will be essential qualifications, 
Knowledge of the industry is desirabie, rather than essential, but 
applicants should be prepared to live and work in N.W, England, 
The salary to be paid and other amenities availabje will be in keep- 
ing with the importance of the work and the qualifications of the 
successful applicant. Letters should be addressed to Box F 781, 
and Nightingale, Liverpool. 

( PPORTUNITY for educated young man, preferably Graduate, to 

commence career with Insurance Brokers specialising in Credit 
Insurance and Credit facilities. This vacancy has been notified in 
accordance with the Notification of Vacancies Order, 1952.—Box 227. 

ARRISTER (41), chambers trained, called July, 1952, after success- 

ful pore arene up ane r poeee ee or le ' 
t wit B08 ong~term . ¢ school and univers: 

. Widely anal an 


skgroun ed Europe and East. Good lingui 
Would serve abroad.—Box 233, : 





inspecting all sections of the property. 
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CITY OF BIRMINGHAM 


ASSISTANT STATISTICIAN 

Applications are invited for the aeyren ment of Assistant Statis. 
tician in the Central Statistical Office of the Town Clerk's Department 
Candidates should have a University Honours Degree in Scien. 
Mathematics or Economics and should have had some experience of 
research invotving the analysis and interpretation of mass data 
Experience in Local Government Service, whilst not essentia!, will be 
an advantage. Salary Scale A.P.T. VIII (£760 x £25—£835). Post 
pensionable; medical examination. 

Applications. giving age, where educated, détails of degrees, 
diplomas, ete., particulars of previous occupations, including details 
of statistical a experience, with names of three 
to the Town Clerk, Room 30B, Council House, Birminghan 
later than Saturday, April 25, 1953. Canvassing disqualifies 


‘SALZBURG SEMINAR IN AMERICAN STUDIES, 
SCHLOSS LEOPOLDSKRON, SALSBURG, AUSTRIA 


Scholarships are offered for the following sessions :— 

General Session, July 15th to August. 28rd (Art, Literature, Music, 
Philosophy, Political Science and Psychology). 

Economic Session: An Approach to the American Econony, 
August 39th to September 27th. Lectures and seminars at the post- 


graduate level, Genegal age range, 23-35, Special attention given to 
those engage 


advanced students. 


For further information and application forms, please write 
promptly to Salzburg Seminar, 55, Upper Brook Street, ndon, W.L 
For the General Session; application forms must be returned by 
May ist, and for the Economic Session by July 1st. 


EAST AFRICAN INSTITUTE OF SOCIAL RESEARCH, | 
MAKERERE COLLEGE, THE UNIVERSITY COLLEGE 


OF EAST AFRICA 


Applications are invited for the appointment of Junior Research 
Fellow in Anthropology to undertake a fleld study. 

Salary commencing at £600-£650 p.a. according to exp:rience. 
Temporary cost of living allowance # per cent. a salary. 2}-yeat 
contract, of which 2 years will be spent in Africa. Return passages 
paid. F.8.8.U. 

Applications (six copies) with names of three referees and full 
details of qualifications and experience, should be sent to the Secre- 
tary, Inter-University Council for Higher Education in the Colonies, 
1 Gordon Square, London, W.C.1, from whom further particulars may 
be obtained. Closing date April 25, 1953. 


CANADIAN PACIFIC. RAILWAY COMPANY—(Incorporated in 
Canada with Limited Liability)}—-ONTARIO & QUEBEC RAILWAY 
COMPANY—5 PER CENT. DEBENTURE STOCK—6 PER CENT 
COMMON STOCK. In préparation for the in of the half- yearly 
interest Seema on June ist next, the Be ture Stock Transfer 
Books: will closed on May Ist and will be re-opened on June 2nt. 
The half-yearly interest on the Common Stock will be paid on J\:no Js 
to holders of record on May ist.—R. F. TREMAYNE, Deputy Secre- 
tary, 8 Waterloo Place, Pail Mall, London, S.W.1, April 13, 1953. 

EMALE Market Research Field Supervisor required by As? 
Limited, Qualifications necessary: single, age 20 to 35, Universily 
Graduate, practical supervisory experience essential? willing to ‘cave! 
about country.—Apply in writing, fiving full particulars, to Personnel 
Officer, er Limited, Tradi tate, Slough, Bucks. 
AKE DISTRICT.—Leathes ttage, Borrowdale, Keswick. Com- 
fortable guest house. H, & C. all bedrooms, Central h atiné. 
On bus route. Centre for the high hills, near Derwentwater. 


Cree ACCOUNTANT.—Qualified man required as Assistant ‘o Cos! 
Accountant of a large factory. south-east of Manchester. Must 
person appotnied ‘wil iollially ‘be enesfed im the: develop"! 3 
n n evelo t 
installation of a new scheme ‘ot andind caste, and will be expected 
and encoufaged to make an effective contribution to this work. 
“their own interests, routine plodders need not apply. Please siv? 
fullest possible details of personal a experience, 
and an indication of the : range eet") — a 
acknowledged and trea n est confidence.— e 
Accountant, marking envelopes ‘' Private and confidential, * Box 223. 
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“My—My” said the M.D. 
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“Yes sir, thanks to you” 
“Thanks to me? —don't be 
facetious, Smith.” ‘No sir, 
sorry oe you see, sir, 
since you had the forethought 
to install Tan-Sad chairs 
throughout the office our 
typists are all still as fresh 
as a daisy at the end of the 
day, still full of youthful 
vigour and charm” — 
“All right Smith, there’s 

no need to go into 

raptures — but — 

well 1 do see what 
you mean, old boy.” 





THE TAN-SAD cumin’ co: (1931) LIMIFED 
Postural Seating Speciolists 

AVERY HOUSE, CLERKENWELL GREEN, LONDON, E.C.}I. 
Telephone: CLErkenwell 3192/3 





A HAND LIFTER WITH 
REAL POWER. CAPACITY 
















The Hydratruck is Gnique and 
fully guaranteed, Loads of 
half a ton are lifted by hand 
to nearly 5 feet in under 
a minute—compare this — 


with manhandling. 
TRADE Simply Hydraulics 
ides Plus a few Strokes 
HAS A USE FOR A of the Handi 
HYDRATRUCK 


Patent we. 6478 

World Pate cmos 
AGENCY AND DISTRIBUTOR 
TERMS ON APPLICATION © 










(xem) Pers JACKS 
(hem) 
oes LIMITED 
for full detaits 

1 ee ee Telegrams 1 Newsorber, Ealux, London 


4114 
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ss it makes me hopping mad,” 
complained the Cat on Hot Bricks 


** when they can't even keep. the temperature constant 
from one minute to the next. What's wrong with this 
firm? They ought to use oil fuel. All they've got to do is 
to contact Shell-Mex and B.P. Ltd. and get the best advice 
on.controlled heat that anyone could come across in nine 


lifetimes. 


ONTROLLED 
HEAT 
WiTH 

OIL FUEL 


INDUSTRIAL SERVICE (BP) 
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It is good * public relations ’ to send out neat 
and well-typed letters. ‘The work produced by 


Imperial typewriters is outstandingly good—the 


| 
| 


result of the scrupulous care we take at every stage | 


of production. In our Leicester factories, the largest 
and most modern in the British Empire, a system of 


inspection and testing has been evolved which 


ensures that every typewriter—and every part of | 


every typewriter—conforms to the highest standards 


of efficient performance. 





Made in Britain by British Craftsmen 


IMPERIAL TYPEWRITER COMPANY LIMITED * LEICESTER 
cRCg 
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The kind of 
briefease you 
a, NEVER seo 
in the shops 







It moves in exalted, exclusive circles... 
serves Ambassadors of State and Captains 
of Commerce . . ..is easily recognised as the 
impeccable accompaniment to an immaculate appearance. You won’; 
see many “ UNICORNS” about, and never in the shops. For these 
fabulous briefcases are as rare as the skill of the craftsmen who make them 
to individual order. 


Yet a “ UNICORN,” slim but capacious, and hand-finished in English hice, 
is a surprisingly reasonable buy, because you" pay only workbench prices. 
Two interior foolscap compartments and zip-sealed section for overnight 
things. Capacious exterior zip pocket for newspapers, books, etc. English 
lever lock and fittings of solid brass. All leather handle. Press studs in the 
base for slimming. Size 17 in. x 11} in. In golden tan, brown, or blac: 
smooth polished hide, 9 guineas; selected hog-grained leather, £7 \\s 
Matching zip folio cases, size 16 in: x 10} in., available separately at £2 Ss. 
and £2 respectively. Post free and tax free in U.K. Qn U.S.A., $27.50, 
$23.75, $8, and $7.25 respectively, carriage and insurance free—20 
Customs duty payable in U.S.A.). 


Obtainable only direct from the craftsmen 
who make them. ‘ Prompt despatch. Complete 
satisfaction guaranteed or purchase 

price refunded immediately. 
Unicorn Leather Co. Ltd. 
(Dept. ET.12) . Woodhill Works, Bury, Lancs. 


€ 


e 








CRAVEN 
TOBACCO 
man 


There’s deep satisfaction in a job 
well done, and CRAVEN TOBACCO will 
reward it with rare contentment. 
CRAVEN smokes cool—slow and 
fragrant—indoors or out. Try it 
today and discover the true pleasure 
of pipe smoking. 


CHOOSE FROM THREE FINE BLENDS 


Craven Mixture 4/7 ox. 
Craven Empire de luxe Mixture 4/3 oz. 
Craven Empire Curly Cut 4/4 oz. 
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Do be comfortable 
at work 


Some disgruntled genius has 
worked out that one spends a third 
of one’s entire life in the office. 
There must be a moral there 
somewhere. But until somebody 
thinks of something better, let’s say It 
is a suspiciously good advertisement 
for Peter Catesby and his staff. 
He’ll get them to adapt furniture 
to meet your precios needs, 
He’s your man if you want 
to spend a more comfortable 


third of your life. 


j 


Catesbys 
contracts 









Office Furniture- Floor Coverings - Curtains - Decorating - Fittings 
6467 TOTTENHAM COURT ROAD, LONDON, W.1, TELEPHONE: MUSEUM 7777 


Banking 
for Industry 


Lioyps Bank is providing comprehensive facilities 
at each section of the British Industries Fair this year. 
At the Bank’s stands customers who wish to bring 
their products to the notice of overseas buyers will 


find a number of invaluable services at their disposal. 


Introductions to foreign importers and agents 
Local reports on overseas market conditions 
Confidential reports on the credit standing of overseas buyers 


Interviews arranged with trade consultants from certain 
overseas countries 


Advice on all problems connected with the export trade 


LLOYDS BANK 


LIMITED 








IN 
GRAVING 
DOCKS 






Docks have to be filled 
and emptied with speed and 
certainty if they are to operate 
efficiently, and “‘Glenfield’’ Sluice 
Valves are performing this very 
function in graving dock installa- 
tions throughout the world. 


Valve Specialists for One Hundred Years 
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ROOTES GROUP 





+ Budget reductions 


THE ROOTES GROUP are pleased to announce that following the 
new budget proposals for the reduction of purchase tax on cars, 


the prices of their products will be:— 


With 
BASIC PRICE PURCHA TAX 














——— 5a S 
Hillman Minx Saloon £470 £666. 19. 2 
Hillman Minx Coupe £510 £723. 12. 6 
Hillman Estate Car £540 £766. 2. 6 
Californian Hard Top £510 £723. 12. 6 
Humber Hawk Saloon £725 £1028. 4. 2 


Humber Hawk Touring Limousine 


£810 £1148. 12. 6 





Super Snipe Saloon £1,045 £1481. 10. 10 
Super Snipe Touring Limousine £1,130 £1601. 19. 2 


Pullman Limousine and Imperial £1,395 £1977. 7. 6 


Sunbeam-Talbot ‘90’ Saloon £865 £1226. 10. 10 
Sunbeam-Talbot ‘90’ Coupe £895 £1269. 0. 10 





* BETTER MOTORING AT LESS COST 
... and a car for every pocket 


Humber Hillman} cic: 


of the 


Sunbeam = Talbot |? co 


HUMBER LTD., COVENTRY. LONDON SHOWROOMS AND EXPORT DIVISION: ROOTES LTD DEVONSHIRE HOUSE, PICCADILLY, LONDON, W.t 
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